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What Kind of Government Ahead? 


THE RESPONSIBILITY OF EVERY CITIZEN 


By GENERAL OF THE ARMY DWIGHT D. EISENHOWER, 
President of Columbia University, New York, N. Y. 
Delivered at the New York Herald Tribune Forum, New York, N. Y., October 25, 1949 


AF jeer Kind of Government Ahead? The re- 
sponsibility of Every Citizen.” There, in ten 


words, is the most important question of our day 

and the nub of the American political philosophy. 
We believe in human dignity, in human rights not subject 
to arbitrary forfeiture or curtailment. We believe that 
these rights can be fully possessed and effectively exercised 


only so long as man asserts and maintains himself the master, 
not the serf, of institutions he creates. Unless he is free 
to use his birthright, it is worthless—in fact, does not exist. 


Freedom, however, is not unbridled license. Nor is it merely 
the expression of the jungle instinct to survive and dominate. 

Free men, consequently, agree upon certain rules—which 
ve call laws—and maintain political agents, or governments, 
to codify and enforce upon us all these self-imposed rules. 
In free countries, the agent may never become the master; 
if human rights and freedoms are to flourish, government 
must operate with its powers sharply defined and limited 
by the governed. 

\nd unless we understand this, the 
become the American Nightmare. 


American Dream may 


hor us ree ans, the original limits on the authority 
conceded to the Federal government are in the Constitution 
and the Bill of Rights. But the dividing line between gov- 
ernment’s functions, on the one hand, and the individual’s 
rights, privileges and inescapable responsibilities never is 
completely fixed; never is static. It oscillates constantly, 
a middle area between centralized authority and individual 
liberty, as economic, social and political conditions require 
more, or less, action by government. War certainly demands 
a mass control intolerable in peace. Even peacetime crisis 
may argue for a temporary surrender of some personal 
liberties for the alleged good of the public. 


UNENDING CRISIS 

‘Today, internally and externally, our affairs seem framed 
in an unending series of crises. We hear that “We live on 
a high plateau of tension’ —a tension that adds importance 
to the question: ‘What Kind of Government Ahead ?” 

Under the atomic shadow, the world dwells in two 
hostile camps. The one is dedicated to human freedom and 
human rights, founded in the dignity of man. The other is 
committed to a dictatorship of the proletariat where the 
state decides what rights, what freedom the individual may 
enjoy. This basic cleavage, of itself, would apparently 
involve no irreconcilable antagonisms. But Commuunistic 
leaders openly declare that indivdual freedom and free 
enterprise, as we practice them, cannot long exist in the same 
world with Communism. They leave us no doubt on this 
point. In their declaration is a tragic and continuing threat 
to our kind of government — “The Kind of Government 
Ahead.”” In view of the dynamic force with which those 
leaders are prosecuting their aims, we scarcely need further 
incentive to concentrate our thinking, our planning, and our 
actions toward preservation of freedom against threats from 
without. 

At home, we face the complex social, economic and political 
problems that have been highly complicated for democracy 
by the industrial revolution. We have had to adjust pre- 
cepts, doctrine, and methods developed in an agrarian frontier 
age to the industrialized economy and civilization of the 
twentieth century. This has not been easy. Perfection has 
not been attained, but we will continue to seek it, using 
every means available to us. 


Tue Fairn or 1849 
A century ago, the year of the discovery of gold in Cali- 
fornia, the average American citizen typified a sturdy 
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independence. He had faith and confidence in himself and 
in the limitless potential of his country’s resources, readily 
available to his use. While vaguely aware of his govern- 
ment’s existence, it had little to do, either good or bad, 
with his day-by-day living. With a mite of help, the citizen 
built his own house from materials at hand. He raised his 
family’s food—and good land was to be had cheaply. His 
clothing was made by his wife; his transport was his horse. 
Given health, initiative and stamina, he could always find 
for himself and his dependents subsistence—even abundance. 
Taxes were low, opportunity was everywhere, life was good 
—even if frequently filled with risk and danger to life and 
limb. In a sense, the aims of the framers of our Constitution 
seemed to be almost perfectly achieved. 


Nevertheless, the essential dignity of man and the mastery 
of man over his institutions were less expressed in the facts 
of American life in 1849 than they are in 1949. Then, 
luxuries were for the very few, and grinding hardship was, 
in some season of every year, the lot of most. Recurrent 
epidemics scourged alike our cities and our frontiers. A 
few men of industrial power could throw a region into a 
panic; a single person could, on a whim, shut down the 
mills of a community and self-righteously judge himself 
guiltless of the suffering imposed on workmen and their 
families. The moral crime of human slavery was legalized. 
Millions of human beings were subject to barter and sale. 
In 1849 we practiced democracy somewhat in the fashion 
of the ancient Athenian experiment, and woe to him who 
was born of black or red skin. For him there was only 
the master’s whip or the sword of the exterminator. 


CENTURY OF PROGRESS 


Americans in the century just past have used the power 
of self-government to the progressive advantage of our 
people. Our fathers, and we, have fought disease, suffering, 
injustice, and license in all its forms so that all of us 
might win larger freedoms, including freedom from economic 
calamity with its consequences of widespread want and 
human misery. In doing all this we have used, whenever 
necessary, the government as our servant and laws as our 
instrument. But so far as possible, we have depended upon 
the force of public opinion, without direct government in- 
tervention, to bring about reform and progress—responding 
to our instinct that “the best government is the least govern- 
ment.” 


Certainly, the American dream demands that we continue 
the search for betterment in the cultural and material stand- 
ards of our people, using where absolutely necessary, specific 
powers of law and government. Because of the complexity 
of the problems involved, it may be impossible for any 
individual to define accurately the line dividing governmental 
and individual responsibility in this quest. This is typical of 
collective activity. —Ttwo great American industries are to- 
day shut down because a few men cannot see eye to eye 
on specific items of employee and employer responsibility. 
If they—of undoubted loyalty to America—can dare calamity 
by their failure to agree in a far more simple decision, how 
can the plain citizen determine the dividing line between 
his own and the government’s responsibilities ? 

To help us, I believe that nothing could be more effective 
than a convocation of leaders in every field with the faculties 
of some of our great universities. I should be proud to see 
Columbia cooperating in such an effort, its purpose to de- 
velop a clear and authentic chart of this dividing line. The 
result might not satisfy the mind and conscience of each 
of us, yet the question would be rescued from the domain 
of prejudice, emotion, partisan politics and selfish interest 


and be subjected to logical analysis and enlightened judg- 
ment. 
Wovuvp Be TRANsITORY 

The task is to promote social and economic welfare with- 
out jeopardy to individual freeedom and right. The con- 
clusions of any such convocation would be transitory in 
their application, but based upon principles with which we 
are all familiar. The first of these is the American convic- 
tion that men are created equal; that governments are insti- 
tuted to secure to men their rights to life, liberty and the 
pursuit of happiness. Another is the danger inherent in 
concentration of too much of any kind of power in too few 
hands. 

The leader in our convocation would be guided also by 
the truth that the American dream implies the fullest pos- 
sible exploitation of American resources for the good of all. 
‘They would so locate the dividing line between government 
and citizen as to provide full play to the American qualities 
of initiative, courage, inventiveness, which, in their sum, have 
won us a productivity without a parallel in the world. The 
need for economy in government would require guards 
against excess of bureaus at the seat of government. Their 
conclusions would certainly emphasize the truth, “More 
and more bureaus, more and more taxes, fewer and fewer 
producers; the final result is financial collapse and the end 
of freedom.” 

The basic difference between the obviously important ex- 
ternal and internal factors affecting “What Kind of Govern- 
ment Ahead?” is that the former is a threat, the second a 
trend. But when freedom is threatened from without, it 
is more than ever necessary that we, here at home, watch 
with a critical eye every slightest reason or excuse for moving 
the line that separates governmental from individual re- 
sponsibility. Moreover, highly intensifying the need for 
alertness, is the communistic practice of boring from within. 
Communistic agents, within our own borders, seize upon 
any difficulty in our constant process of adjustment and 
particularly upon every sign of failure and of weakness to 
lead us further astray in our own thinking—exploiting every 
excuse to claim that “the government ahead” must conform 
to their creed. How they must be congratulating themselves 
when they read that one of our Cabinet officers foresees, 
because of current industrial deadlocks, 5,000,000 will be 
out of work by Dec. 1—for them, confirmation of their 
predictions that free enterprise will disintegrate. 

Neep Is STRENGTH 

Our foremost need is strength, and proof of strength: 
moral, intellectual and material strength. We must cling 
ever more closely to the fundamentals of the American 
belief in human dignity and rights. So—as we consider 
measures designed to affect the status or the security of the 
workingman, we must ask these specific questions: “Does 
the proposal push the worker one step closer to regimented 
labor? Does it ease the way to governmental control over 
his life and his livelihood?” As we strive to devise measures 
intended to lessen the shocks and privations incident to old 
age, to sickness, to unemployment, to natural disaster, let 
us chose among the several proposals that which best pro- 
tects our heritage of freedom. 

In revising the governmental structure, in approving new 
appropriations and new governmental ventures, in reform- 
ing tax laws, in considering a multitude of glittering pro- 
posals—each of which is held by its author to promise eternal 
happiness and prosperity—let us hold ever before our eyes 
the simple truth that to men who have lived in freedom 


there is nothing in life so valuable as freedom—not even life 
itself. 
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we never give up the effort to determine—so far 
the probable effect of every new govern- 

we will be 
one of our most acute responsibilities as Ameri- 
But thereafter it is still necessary to act, to 
detailed political machinery, including the two- 
intended to give each of us a voice in his own 
listrict Caucuses, in party coun- 

open to us, we must 


ipon our personal freedom, 


In precinct or ¢ 
he wavs hat act 
i limit our own 
requirements. Only thus will 
ay—"What Kind of Govern- 


established by 


action and 


Our American heritage is threatened as much by our 
own indifference as it is by the most unscrupulous office 
seeker or by the most powerful foreign threat. The future 
of this Republic is in the hands of the American voter. 

And we would further advise ourselves: 

Stop shrugging off politics as only the politicians’ business; 
stop banking on American luck to get us good government 
and good policy—some time it will run out. 

Stop using the alibi, “one vote doesn’t count.” It won't, 
only if not used! And our neighbor’s won't, unless we make 
him use it. 

Dishonest political promises to selfish 


= ne 
buffed at the ballot box—can make 


groups—not re- 
a nightmare of the 
American dream. 

But wise and determined performance of our civic duties 
can make that dream come true. 


An Expanding Economy Through 
Economic Integration 


THE MAJOR TASK OF WESTERN EUROPE 
By PAUL G. HOFFMAN, Administrator of the Economic Cooperation Administration 


cred the for 


Deli before Council Economic 
TV has been fifteen months since I had the privilege of 
meeting with this council. In that period Western 
Europe has made truly amazing progress in restoring 
its industrial and agricultural production. ‘That progress 
the result of work, hard work, on the part of millions 
‘That is the human story behind the cold 
tatistics of production increases. 

We applaud the your efforts. We in the 
kconomic Cooperation Administration, and you in the Or- 
vamization for European Economic Cooperation, have come 
to know each other well. Through working with you to- 
common objectives, we have come to hold the 
QOEEC in high esteem, and our feeling toward its members 

one of deep friendliness. I am delighted to be here, and 
! am pleased to note the presence of the representatives of 


ol europeans. 


success of 


ward our 


the German Republic as full partners in your organization. 
an admiring friend of the OEEC that I speak to 
today. 


It Is as 
you 


Reps CoN FOUNDED 


Since 1947 we have confounded both the Communists and 
the other cynics by proving, first, that together we could 
successfully start recovery in Western Europe; 
and, that we could join in laying the foundations 
for security against attack upon our Atlantic community. 
We have seen anxiety give way to hope. “Today | am asking 
you to turn hope into confidence. 


economic 


SC\ ond, 


The European Recovery Program is now approaching the 
mark. 
what more must be done to hold the ground already gained 
and to assure the further progress that is vitally needed. 
We must now devote our fullest energies to two major tasks. 


‘These t sks are: 


halfway The time has come to consider carefully 


first, to balance Europe's dollar accounts 
it Europe can buy the raw materials and oth 
t and better living 

I’m here—is to move 
ng program to build in Western Eu- 
} 


er items 
mean Cil ployme: 
and to say this is why 


far-reachi 


second 


*, expanding economy) 


the 


t more dynami which will promise 


improvement in conditions of life for all its 


Cooperation, Paris, France, October 31, 1949 


people. ‘This, I believe, means nothing less than an integra- 
tion of the Western European economy. 

The first of these tasks can be achieved only through 
vigorous and effective action by this organization and by 
every participating government. Unless dollar earnings rise 
dramatically between now and June 1952, Europe’s trade 
with the Americas will have to be balanced at so low a 
level that it will spell disaster for you and difficulties for 
us. The readjustment of exchange rates which occurred in 
September paves the way for a larger expansion of dollar 
earnings, but devaluation by itself is obviously not enough. 


Curs On INFLATION 


I want briefly to mention two specific fields of action 
which seem to me especially relevant to this objective. 

One concerns domestic fiscal policy. As was clearly fore- 
seen by your governments, devaluation, essential though it 
was, gave new impetus to inflation. If, as a result, the past 
year’s efforts at stabilization are undone and your costs and 
prices are allowed to rise, the potential benefits in dollar 
earnings will never be realized. This should not be allowed 
to happen. Unpleasant though it may be, action—particu- 
larly budgetary action—to prevent inflation is imperative. 

The other field of action I have in mind is the provision 
of direct incentive to private exporters. Practically all 
Europe's exports are furnished by private producers. Gov- 
ernments may set targets; they may exhort; but unless sales 
in dollar markets bring adequate rewards to sellers, the 
great effort required to enter and hold those markets will 
never be made. 

Urgent as I regard the first major task—that of balanc- 
ing Europe's trade with the dollar area—its performance 
will not be meaningful unless we have come to grips with 
our second task—the building of an expanding economy in 
Western Europe through economic integration. 

The substance of such integration would be the formation 
of a le large market within which quantitative restric- 
tions on the movements of goods, monetary barriers to the 


sing 
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flow of payments and, eventually, all tariffs are permanently 
swept away. The fact that we have in the United States 
a single market of 150,000,000 consumers has been indis- 
pensable to the strength and efficiency of our economy. The 
creation of a permanent, freely trading area, comprising 
270,000,000 consumers in western Europe, would have a 
multitude of helpful consequences. It would accelerate the 
development of large-scale, low-cost production industries. 
It would make the effective use of all resources easier, the 
stifling of healthy competition more difficult. 

Obviously, such a step would not change the physical 
structure of European industry, or vastly increase pro- 
ductivity overnight, but the massive change in the economic 
environment would, I am convinced, set in motion a rapid 
growth in productivity. This would make it possible for 
Europe to improve its competitive position in the world and 
thus more nearly satisfy the expectations and needs of its 
people. 

This is a vital objective. It was to this that Secretary 
Marshall pointed in the speech which sparked Europe to 
new hope and new endeavor. It was on this promise that 
the Congress of the United States enacted the ECA act. 
This goal is embodied in the convention of the OEEC. 


NATIONALISM 


I know that the difficulties which stand in the way of 
its achievement will spring all too readily to mind, but 
before integration is dismissed as a merely romantic pos- 
sibility, too remote to have any bearing on practical, im- 
mediate decisions, I invite you to weigh the alternative. 

Even assuming brilliant success in overcoming the dollar 
deficit in the next two years, the end of ERP in 1952 will 
at best leave Europe in only a precarious balance with the 
dollar area. Monetary reserves will be inadequate, and it 
is plain that dollar shortages will recur in one country or 
another the first time the European economy is subjected 
to serious pressure. In the absence of integration, nations 
would each separately try to protect their dollar reserves. 
‘They would attempt to earn dollars from each other by 
restricting imports. The vicious cycle of economic national- 
ism would again be set in motion. 

The consequences would be the cumulative narrowing of 
markets, the further growth of high cost protected industries, 
the mushrooming of restrictive controls, and the shrinkage 
of trade into the primitive pattern of bilateral barter. 

This course spells disaster for nations and poverty for 
peoples. This is why integration is not just an ideal. It 
is a practical necessity. 

This being so, it is your job to devise and put into effect 
your own program to accomplish this purpose—just as it 
was your responsibility, which you carried out so ably, to 
take Secretary Marshall’s original suggestion and give it 
life and breath. 

May I say I am, of course, quite aware that some of the 
concepts 1 am here discussing are familiar to you. They 
have been mentioned by numerous Ministers in conversations 
with me. I have been gratified that several of these ideas 
are included in a paper presented by one of the Ministers. 

In a program designed to accomplish effective and lasting 
integration, certain fundamental requirements suggest them- 
selves. First, means must be found to bring about a sub- 
stantial measure of coordination of national fiscal and 


monetary policies. Trade and payments cannot long continue 
free among countries in which there are widely divergent 
degrees of inflationary, or deflationary, pressure. The de- 
velopment of such differences in financial pressures among 
different countries will inevitably force the reimposition of 
restrictive controls. 









Unless individual countries accept the necessity for some 
coordination of domestic financial policies, the prospects for 
eliminating even the most restrictive types of controls over 
international trade will be dim indeed. Coordination of 
these vital national policies need not result in identity of 
policy. Coordination need only go so far as to insure that 
policies will not diverge so drastically as to break down the 
whole structure of European unity; but it must go at least 
that far. 
EXCHANGE Rat! 

Another essential of your plan, I believe, is that it should 
provide means for necessary exchange rate adjustments, sub- 
ject, of course, to the general supervision of the International 
Monetary Fund, where these are the only feasible alterna- 
tives to imposing direct exchange controls within Europe. 
This is necessary because there will be occasions when, either 
for reasons of policy or as a result of circumstances beyond 
the control of government, prices and costs in one country 
will diverge from those in other countries too far to be 
brought into line through internal financial measures alone. 

Even when effective means are found to coordinate 
financial policies and to promote needed exchange rate 
changes, there are still bound to be temporary disturbances 
in the flow of trade and payments between countries. Their 
whole impact should not be allowed to fall upon the gold 
and dollar reserves of the individual countries. I believe, 
therefore, that a third essential of any plan you devise must 
be a means to cushion the effect of these inevitable temporary 
disturbances. 

Fourth, means must be found to insure that severe strains 
are not imposed upon the maintenance of integration through 
conflicting commercial policies and practices. Such strains 
might arise from disguised barriers to trade within an area 
or from radically divergent policies toward external trade. 


Poticy TowaArps SMALL NATIONS 


This brings me to our final suggestion, which has to do 
with the path by which this goal of integration may be 
reached. 

| have repeatedly referred to the creation of a single 
European market. Many of the immediate steps that need 
to be taken toward this goal can, and will, involve the whole 
group of the participating countries. But there are other 
arrangements, some already in prospect, involving smaller 
groups of countries which, 1 am convinced, will also turn 
out to be steps toward the same objective. 

I do not believe that any path toward integration should 
be left unexplored. It seems to me absolutely essential that 
arrangements arrived at within groups of two, three, or 
more countries should be in harmony with wider possibilities 
of European unity and should, under no circumstances, in- 
volve the raising of new or higher barriers to trade within 
Europe than already exist. 

1 feel, therefore, that, while pressing forward to the 
broader objective of economic integration of all the parti- 
cipating countries, we should not slacken our efforts toward 
establishment of close economic arrangements within one or 
more smaller groups of countries—always with the intention 
that these should contribute toward, and not be turned 
against, the integration of the whole of Western Europe and 
its overseas territories. 


Urcency oF INTEGRATION 
I have made a number of references of the urcency of 
starting immediately on this program of integration. “My 
conviction on this point is based, in the first place, on the 
acute realization of the very short time still remaining dur- 
ing which American aid will be available to cushion the 
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inevitable short-run dislocations which a program of in- 
tion will involve. There is another very important 
reason for speed. The people and the Congress of the 
United States, and, | am sure, a great majority of the 
people of Europe have instinctively felt that economic 
integration is essential if there is to be an end to Europe's 
recurring .conomic crises. A European program to this 
end—one which should show real promise of taking this 
great forward step successfully—would, I strongly believe, 
vive new impetus to American support for carrying through 
into 1952 our joint effort toward lasting European recovery. 

For all these reasons—but particularly because of the 
urgency of the need—I do make this considered request: 
That you have ready early in 1950 a record of accomplish- 
nent and a program, which together will take Europe well 
along the road toward economic integration. 


DousLe Pricinc 


$y accomplishment, I mean really effective action to 
remove the quantitative restrictions on trade on which you 


have recently made a start. I also mean the elimination in 
Europe of the unsound practice of double pricing—that is, 
maintaining export prices for fuel and basic materials at 
higher levels than domestic prices. This practice results in 
higher production costs throughout Europe. It cannot be 
squared with your pledges of mutual aid. 

By a program, I mean a realistic plan to meet the funda- 
mental requirements I have described. Perhaps you will 
accomplish this through adaptation of existing institutions. 
Perhaps you will find that new central institutions are 
needed. 

We are together playing for high stakes in this program. 
The immediate goal is a solidly based prosperity for an 
economically unified Western Europe—a goal which Presi- 
dent Truman reaffirmed to me just before I left Washington. 
Beyond that lies what has been the hope of all men of 
good-will during your lifetime and mine, an enduring peace 
founded on justice and freedom. That high hope can be 
realized if we, the people of the free world, continue to 
work together and stick together. 





Point Four and U. S. Foreign Policy 


PEOPLE, NOT GOVERNMENTS, MUST WORK TOGETHER 
By MILO PERKINS, Business Consultant to The Tea Bureau, Inc. 
Delivered before the Fourth Annual Convention of the Tea Association of the U. 8. A. 
White Sulphur Springs, West Virgina, August 29, 1949 


HE very nature of your business makes you gentle- 

men citizens of the world as well as citizens of the 

United States. This is an appropriate place, there- 
fore, to discuss some of the broad trends in international 
affairs which are likely to grow in importance for the rest 
of this century. It is an appropriate place to discuss the new 
foreign policy which is beginning to shape up under Point 
Four here in the United States. 

‘The disposition everywhere today is to back up and re- 
view the efforts which we have made in the last four years 
to promote world recovery. We have put sume $25 billion 
into various foreign aid programs since the end of the war 
and are committed for nearly $10 billion more. We have 
put over $50 billion into our own military effort, which is 
of vital consequence to the non-communist world. We have 
averted catastrophes at terrific cost, but economic recovery 
on a self-sustaining basis in most of the world is not yet 
in sight. 

The tide of police state imperialism seems to have been 
rolled back in Western Europe, but it is rolling southward 
and forward in Asia. One of the great challenges with 
which we must soon come to grips is what to do about south- 
east Asia. Further delay can be very costly. Problems there 
and in the Middle East, with its dark hatreds, to say noth- 
ing of those in the rest of the world, are of a magnitude to 
depress all but the hardiest souls. 

It is slowly dawning on us as a people here in the United 
States that we are not going to be able to buy world-wide 
recovery with a checkbook. If recovery is to be had at all, 
we must vive of ourselves as well as Our money. We must 
face up to the job for the century-long job that it is. We 
must speak frankly to our friends in other lands. We must 
not be ashamed to state our own self-interests openly before 
the court of world opinion. As bankers for half the world, 
perhaps we can't be loved. Maybe all we can hope for is a 
reputation of trying to be fair. This is a solemn time of 
decision for the American people. 


Cutting through the infinite complexity in this postwar 
world of 1949, two economic facts stand out like lanterns 
in a dark night. The United States, with only 7 per cent of 
the world’s population, has roughly half of its manufactur- 
ing capacity and a highly mechanized agriculture. It is 
growing at a faster relative rate than any other country. 
In the early forties we spent tens of billions of dollars on 
plant and equipment for wartime purposes. Most of these 
facilities are now turning out goods for peacetime use. As 
though this were not enough, we have invested another $60 
billion in plant and equipment since 1945—and are still 
going strong. ‘There is no reason to believe that we shall 
put less than another $15 billion a year into industrial mod- 
ernization programs during the decade of the ’fifties. 


Free Men EXAMINE LIvING STANDARDS 


I suggest, in all humility, that the climate within which 
an achievement of this sort is possible—by free men—is 
worth examination by all peoples who want to raise their 
own living standards. We have accomplished all this at 
home by being ourselves—by counting primarily on com- 
petitive enterprise and by using the powers of government 
to buttress our economy rather than to control it. 

By contrast, our efforts to promote recovery in the rest 
of the world have been based largely on government-to-gov- 
ernment credits. These have averted catastrophes in many 
areas, but they have not built a recovery which can sustain 
itself without our continuing aid. | am unimpressed with 
statistics about production in Europe having reached 110 
per cent or 120 per cent of the 1938 levels. Textile mills 
running on free American cotton and automobiles running 
on free American gasoline represent industrial relief and 
not recovery. ‘he moment the relief stops, the living stand- 
ards in the countries receiving it will fall. 

We are getting a taste of this reality in 1949 without 
having to wait for 1952. There is a place for government- 
to-government credits in the future, but they must take 
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second place to private investment. The world can have 
more only by producing more, and increased production is 
not one of the blessings that flows from government offices 
in any country. 

FUNDAMENTAL CRISIS 


The second key fact which stands out is this: production 
in most countries elsewhere in the world is wholly inadequate 
to meet the needs of the people who live in the rest of the 
world. The monetary economists are presently concerned 
about the fiscal crisis in country after country. But the best 
of them know that this is only a surface symptom. The 
fundamental crisis in most of the world today is a produc- 
tion crisis and not a fiscal crisis. 

The simple reason why some 
cause those currencies cannot be swapped for goods at com- 
petitive levels in the countries which issued them. Until 
production is raised and prices are reduced within those 
countries and until that production is distributed widely and 
fairly among the peoples of all lands, there is no hope of 
solving the money problems of the world. 


currencies are “soft” is be- 


“PyHony’’ DoLLAR SHORTAGE 


The so-called “dollar shortage” is a “phony” in terms of 
semantics. What people in other lands are really saying 
when they use the phrase is this: that they want more of the 
goods which can be bought in the United States than they 
can afford—more than their own production permits them 
to buy. I’ve had a “dollar shortage” in my personal affairs 
many times in my life. All it meant was that I was not earn- 
ing enough to buy everything I wanted. 

Both production and distribution must be increased on a 
world-wide basis before the so-called ‘“‘dollar shortage” will 
disappear and before the currencies of the world can once 
again be exchanged for each other without restriction. I 
repeat my second key fact, therefore, that the real crisis in 
the world today is a production crisis and not a fiscal crisis. 
The basic trouble in most countries outside the United States 
is the inadequate output of goods and the high costs of 
production. 

So here is the heart of the problem which we must solve. 
The United States is able to produce more than it is pos- 
sible to merchandise within our continental borders for the 
long pull—particularly in the heavy machinery field. The 
rest of the world, by contrast, is producing less than enough 
to satisfy the elemental needs of its people. It needs our 
heavy machinery to step up its own production. Our self- 
interest here in the United States and the self-interest of 
our friends elsewhere in the world is such that we ought to 
be able to combine our resources to our mutual benefit. 

Our economy in this country can remain healthy only if 
it continues to expand. Our outstanding business need as far 
ahead as anyone can see is for an ever-increasing number of 
customers and for ever broadening markets. The opportunity 
to participate in industrial expansion beyond our own bor- 
ders is part of this concept. The rest of the world can offer 
us this. 

The self-interest of other peoples with inadequate pro- 
duction is to increase their total output of goods from their 
factories as well as their farms. Our businessmen can join 
hands with their businessmen to reach this goal. Together, 
we can build the plants around the world to turn out more 
goods for more people. We have the capital and the pro- 
ductive capacity to make a success of it. 


Hicuer Livinc STANDARDS No Mystery 


Let me pause here to say that there is no mystery about 
higher living standards in a technological civilization. They 


can’t be achieved by more human drudgery. They can only 
be achieved by multiplying human muscle power through 
machinery and mechanical horsepower. Nations, like men, 
must learn to crawl before they can walk. As a general rule, 
light industries must be working successfully before heavy 
industries can be established. At the peak of industrializa- 
tion, however, over $10 thousand per factory worker must 
be saved by somebody and then invested in plant and equip- 
ment to lengthen the arms of that worker. It’s just that 
simple to say even though it has taken us decades here in 
America to achieve it. 


Private INpustry CAN HELP 

If the rest of the world has to wait to generate its own 
capital to multiply human muscle power through investment 
in plant and equipment, it will take several centuries to do 
the job. If private capital from this country could flow 
outward on a broad basis to the rest of the world, however, 
we could greatly shorten the decades necessary to reach our 
goal. Enormous progress can be made before this century 
has run its course. A good start can be made in the next 
ten years. 

The United States now holds an economic position with 
respect to the rest of the world which is very similar to that 
which the eastern seaboard of our own country has held 
toward the rest of the United States for over a century. 
When industrial development first began in this country we 
were dependent upon foreign capital. We welcomed it and 
it helped us. Those who provided it made the profit to 
which their savings and their willingness to venture en- 
titled them. 

Our eastern seaboard rapidly generated capital of its 
own, however. It was from this older area of our country 
that the money went west and south to build up the pro- 
ductive power of the nation. Had it not been for these early 
savings on the Atlantic coast and their subsequent invest- 
ment in factories and machinery beyond the eastern seaboard, 
the West and the South would have a very much lower 
standard of living today than they now enjoy. And what 
happened to businessmen and workers and farmers beyond 
the eastern seaboard in the process? They grew to be so 
successful that they are now generating most of their own 
capital. 

Query, can the United States now help the non-commu- 
nist world to increase its own productivity along lines some- 
what similar to those through which the eastern seaboard 
once helped the rest of the United States with its program of 
industrialization? I think it can if men in each country 
will examine their own self-interests objectively. That ex- 
amination will force countries toward gradual economic 
union. People as individual producers and consumers will 
slowly become more important. Sovereignty as such will 
gradually become less important. 

It won’t be easy to break down the political, the economic 
and the psychological barriers to such an achievement, but 
there’s a gambler’s chance of success if the Point Four pro- 
gram is carried out intelligently. The stage can be set for a 
level of world-wide prosperity and industrial growth which 
can run for a century or two. It’s a job for hardy souls with 
infinite perseverance, but it’s also our best bet for avoiding 
an atomic war. 


Famous Point Four 


President Truman has suggested a direction in which all 
of us might move together toward this goal in which has 
now become his famous Point Four, so named because it 
was the fourth point in his Inaugural Address last Janu- 
ary 20. Briefly, he proposed that this country use its re- 
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sources to help develop the underdeveloped areas of the 
world. 

Actually, the opportunities are even greater in the more 
developed areas. But so much the better. This means that 
Western Europe can slowly be brought into the program as 
well as Latin America, Africa and Southeast Asia. It 
ought to be open to free men everywhere who are willing 
to work for higher living standards and willing to throw aside 
false leaders who climb to personal power by promising peo- 
ple something for nothing. The President stressed the place 
of private capital in this long-range venture. 

A few days later Secretary Acheson put great emphasis 
upon the necessity for a “climate” in other countries which 
would be attractive to private capital. Nothing could have 
been more significant. Hopes rose that we were getting 
ready to be ourselves in the conduct of our foreign affairs. 
Secretary Sawyer carried the idea further in a very signifi- 
cant speech which he made last April. 

On June 24, the President asked our Congress for en- 
abling legislation and spelled his program out in greater 
detail than had been done previously. The emphasis might 
have been changed here and there, but on the whole it was 
an excellent statement. No action is likely at this session of 
Congress, but since we're talking about foreign policy for a 
century to come, I don’t think we should feel too discour- 
aged about the present legislative inaction. 

Great progress actually has been made in the last eight 
months in exploring ways in which Point Four might be 
implemented. Many business groups have worked hard on 
the matter, and they have kept in close touch with govern- 
ment people working on the same problems. Only recently, 
on August 17, Secretary Krug had some very constructive 
things to say in the fifth point of his address before the 
United Nations about the kind of “climate” required for the 


full development of natural resources in foreign countries. 
1 think the rapid rate at which ideas in this area have been 
developed since last January is solid reason for having great 
] 


hopes tor the future. 

We come now to a consideration of the seven key elements 
of an intelligent Point Four program. I want to discuss 
these points one by one. Some of them have already been 


} 


vested Dy the Administration and some of them have their 
‘The responsibility for emphasizing some 
more th n others is my own. 


] 
orivin elsewhere, 


CouNT ON ComPeETIrivE ENTERPRISE 

|. First of all there is a deep need for a strong unilateral 
statement by this country which faces up, without shame, to 
the fact that we are a competitive enterprise nation. We 
need to say that for the long pull we shall be unable to help 
other: peoples raise their living standards unless they are 
willing to count on competitive enterprise for the biggest 
part of the job. Until responsible people in our government 
make this unequivocal statement there will be lingering hopes 
among government people in other countries that govern- 
ment-to-government grants from the United States Treasury 
will continue indefinitely. 

These hopes must be smashed to the earth before we can 
work on a partnership basis with the peoples of other coun- 
tries to build the kind of world recovery which can pay its 
own way. The grants of billions of dollars which we have 
made in the emergency period following the war have cer- 
tainly prevented disasters in many parts of the world but we 
cannot continue them as a way of life and remain solvent. 

This does not mean that we should stop our present grants 
overnight nor that we should run out on our Marshall Plan 
commitments. But it does mean that we should tell the 
world in unmistakable terms that a way must be found by 





like-minded peoples to work together to build recovery on a 
basis which can be self-supporting. So far as we are con- 
cerned, this means counting primarily on private capital. 

Many nations may not want to cooperate with us on this 
basis. That is their business, and certainly we shouldn’t get 
provoked when we encounter ideas which are different from 
our own. Our policy should be to husband our resources for 
those countries which do want to build up productivity in 
the only way we know how to do it—through encouraging 
the individual to engage in competitive enterprise with the 
minimum amount of government interference. We'll be re- 
spected for being honest. The world is waiting to hear the 
terms upon which we want to stay in the international game 
for keeps. 


Far TREATMENT For CAPITAL ABROAD 


2. The second part of an intelligent Point Four program 
is the negotiation of treaties with like-minded countries 
which guarantee fair treatment for United States private 
capital when it goes abroad. No nation which discriminates 
unfairly against our businessmen has any long-term right to 
help from our government, which is supported by taxes from 
a competitive enterprise economy. 

Businessmen from thirty-two countries working through 
the International Chamber of Commerce have just com- 
pleted a code for the Fair Treatment of Foreign Invest- 
ments. Our own government would do well to use this 
model code as a basis for its own negotiations. All we want 
from these treaties is the simple assurance that our business- 
men will be treated as fairly when they go to another coun- 
try as the nationals of that country are treated when they 
come to the United States to engage in business. We are 
not entitled to any preferential treatment, and no responsible 
person is suggesting it. 


Business Wirnour Prorits Soon Goes 
Out or Business 

Unless we get reciprocally fair treatment, however, and 
unless there is a chance to make a profit commensurate with 
the risks of doing business abroad, we are not going to invest 
our savings in factories in other lands. Business without 
profits soon goes out of business, which is hardly a service 
to either the employees or the customers. This is so ele- 
mental that it’s silly to pussyfoot on the issue with other 
nations. While I have confined my observations to United 
States relationships with another country for the sake of 
simplicity, the same principles obviously apply to the in- 
vestment relationships of other countries with each other. 


Give TECHNICAL ASSISTANCE TO OTHER NATIONS 

3. The third way in which we can implement Point 
Four is through giving as much technical assistance to other 
nations as we can spare and as they can digest in a given 
period. Immediately after the signing of investment treaties 
with other countries the next step should be at a technical 
assistance level. We should set up missions to review the 
resources of those nations and the opportunities there for 
industrial as well as agricultural development. 

These missions should be composed of government as well 
as business people from both the United States and the coun- 
try being visited. This is what was done with the Abbink 
mission which recently finished a survey in Brazil. It was 
a joint report by Brazilians and Americans, and I think it 
was one of the outstanding jobs of the last few years. The 
survey covered in considerable detail the outlines of a pro- 
gram for stepping up production within Brazil. It set a 
pattern for hardheaded United States-Brazilian cooperation 
for a generation to come. 
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smaller technical 
assignments could make 


Following broad surveys of this sort, 
missions working on narrow specific 


a real contribution to over-all economic growth. In some 
instances these missions would be sent abroad by either the 
International Bank or the Export-Import Bank in connec- 


tion with loans being sought by other governments. In other 
cases they would go abroad on assignments unconnected with 
loans, such as those of straight technical assistance in the 
many fields of agriculture. 


The chief technical assistance which we can render to 
people in another country, however, will come from the 
establishment of actual plants in which our businessmen have 
a direct interest. This gives our engineers and technicians a 
chance to increase production in a business which they un- 
derstand fully. It also gives the nationals of other countries 
an opportunity to learn the skills without which higher liv- 
ing standards are impossible in any country. Technical as- 
sistance can’t be peddled like toothpaste, but it’s an integral 
part of long-range industrial growth and therefore part of 
any well-rounded Point Four program. I: is most effective 
when it is tied to capital investment, either public or private. 


GovERNMENT-TO-GOVERNMENT CREDITS 


4. There is a fourth area in the carrying out of Point 
Four which has to do with government-to-government 
credits. There is a need for these where they are quite out- 
side the scope of private financing and where the use of 
government funds in carefully selected fields definitely 
broadens the opportunity for private investment—both for 
the United States citizens and for nationals in the countries 
receiving the loans. The fact that it also broadens the op- 
portunity for private investment by businessmen from third 
countries is an added dividend which will tend to keep com- 
petition vigorous. 

I am thinking of United States Government credits for 
the building of roads, the improvement of harbors and the 
betterment of transportation and communication facilities. 
Government credits of this sort are also appropriate in the 
fields of sanitation, and in some cases they are appropriate 
for the development of electric power. It goes without say- 
ing that the loan applications should be carefully scrutinized 
and that any expenditures under them should be carefully 
audited. 


We use government money for many of these purposes in 
our own country and it enormously improves the climate for 
private investment. It is desirable in many instances to use 
United States Government credits abroad for the same pur- 
poses in any country determined to count primarily upon 
competitive enterprise for its economic well-being. The facili- 
ties provided by these government loans should help all 
businesses within the country receiving them to grow and 
prosper and thus earn the tax money necessary for the re- 
payment of these United States Government credits. 


A Boiper ProGRAM NEEDED 


5. The fifth way in which Point Four might be imple- 
mented is for us to develop a much bolder program for the 
purchase of strategic materials from nations cooperating with 

Quite aside from their military importance, our grow- 
ing economy will require all the lead, tin, zinc, copper, 
manganese, etc., which the world can produce and sell us 
for the rest of this century. Where any nation is working 
desperately to raise the living standards of its own people 
through providing maximum opportunity for the individual, 
we should be willing to buy any strategic materials they 
care to sell us so that they can earn their way in the world 
and not be dependent on us for grants. 


We should assure all nations which have signed invest- 
ment treaties with us a stable market for such primary ma- 
terials. Our government should be willing to enter into 
long-term contracts for the r purchase with escalator clauses 
on price and quantities to be delivered. ‘The contracts should 
also contain reasonable anti-dumping provisions. This would 
help countries getting started industrialization programs 
to earn the dollars requisite for the heavy machinery they 
would need from this country. It would be an enormous 
help to them on their balance of payments problems while 
the whole Point Four program was getting under way and 
their own new industries were being established on a 
profitable basis. 

Cur 

6. Now to my sixth point. I feel that any nation willing 
to go this far in cooperation with us is entitled to a bigger 
slice of the American market for its own products. I would, 
therefore, like to see selective tariff cuts made with countries 
which have given evidence of their willingness to cooperate 
with us on a competitive enterprise basis. I'd like to see 
these cuts come just as close to free trade as possible for 
products produced within the cooperating country. 


SELECTIVE TARIFFS 


Tue MULTILATERAL WoriLp 

This would not mean abandoning the principle of the 
“most favored nation” clause. Any other nation signing the 
same investment treaties with us and working with us on 
all the other phases of the Point Four program would, of 
course, be entitled to the same treatment. After we have 
entered into such arrangements with countries A and B, 
the next step would be for those countries to make similar 
arrangements with each other. I want to see a multilateral 
world, and I’ve stood for one all my life. But I’ve come to 
the reluctant conclusion that if we are to have one we shall 
have to build it bilaterally, brick by brick. 

GOVERNMENT INSURANCE 

7. And now to the last point. Once this kind of com- 
mercial relationship has been achieved between the citizens 
of our country and those of another, our own government 
might well sell insurance to American businessmen investing 
in foreign countries. This insurance would cover certain 
extraordinary risks, such as the inability to convert profits 
already made in a foreign country into dollars, if the Ameri- 
can firm wished to bring some of these profits home and pay 
U. S. taxes on them. The insurance might also cover the 
risks of expropriation of property in another land. 

The actual risks for the U. S. Treasury would be greatly 
minimized in countries which had already signed investment 
and commercial treaties with us and were working closely 
with us on a dozen other fronts. A nominal premium of 1 
per cent or less ought to be adequate to cover the few losses 
likely to occur under these favorable trade circumstances. 


MepiuM-sizep Businesses NEED INSURANCE 


Medium-sized businesses in America need this insurance 
more than the larger corporations. There are over-all rea- 
sons for encouraging them to set up partnership arrange- 
ments with asinenembens in other countries. I feel that if 
this insurance were made available after all the other ele- 
ments of a Point Four program had been worked out, it 
would help to assure its total success. 

These are the seven key elements in the intelligent imple- 
mentation of Point Four as I see them. It is vital that we 
come to agreement on them country by country through 
bilateral negotiation. These negotiations should take the 
form of what might be nick-named ‘Four-Basket Confer- 
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ences.” ‘These would be sessions in which we brought to the 
conference table two baskets, one containing what we wanted 
from another country and the other containing what we 
would be prepared to give. Representatives from the other 
nations should also bring two baskets, one containing what 
they are prepared to give and the other containing what 
they want. 

The contents of all four baske.s should be spread on the 
table and explored objectively by both sides. This is the 
‘package’ approach. It has a chance to succeed whereas the 


“piecemeal” approach of doing a little here and a little there 


id asking nothing in return for what we give is certain 
o fail. Signing checks for what other nations want before 
retting the things we want in return makes no sense what- 


CVSr. 


All seven elements of the Point Four program should be 


discussed in detail at such a conterence. There should be a’ 


neeting of minds on all of them. At the end of these ses- 
sions, if an agreement emerges at all, it must be a complete 
agreement and one under which both sides stand to profit. 
Otherwise, it will not last, and under such conditions it 
would be better not to enter ito any agreement. 

I would like to see the United States conclude such a 
set of agreements with no more than one or two countries 
as a beginning. They should be “showpiece” arrangements 
in the finest sense of that phrase. Experience with these 
could then guide us in the intelligent handling of this kind 
of bilateral negotiation with other countries later on. We 
should put everything we have into making the first pro- 
vrams work. Jf they work, other nations would be seeking 
the same sorts of arrangements with us faster than we could 
conclude them. 


ANSWER TO COMMUNISM 


Chis is the only long-range answer to Communism. The 
Commies can promise the moon but only the United States 
has the productive resources to deliver the goods. We have 
been doing some of the things already suggested under the 
Point Four program on a piecemeal basis for several years. 
Sut for that very reason we have not achieved the cumula- 
tive effect which we might have, had we done the whole job 
with completeness at one time, nation by nation. The whole 
of anything is always more than the sum of its separate parts. 

Our timid approach to these matters of foreign commercial 
policy reminds me of a man who starts to build a house and 
then leaves it half finished. ‘True, it costs only half the 
price of a finished house, but for all practical purposes it’s 
not much better than no house at all. The half of our for- 
eign policy which has been lacking is a forthright program 
to shift part of the cost of economic development abroad 
trom pul lic to private shoulders. 

On the government side we have already sent a good 
many technical missions abroad. We have extended some 
credits which have a chance of repayment, and we have en- 
raved in some modest stockpiling of strategic materials. We 
have concluded some commercial treaties, the best of which 
was with Italy. But even this treaty did not come to grips 
with the crucial problem of currency convertibility. 

None of these government actions has been openly con- 
ditioned upon the kind of opportunity for United States 
competitive enterprise in other countries which our govern- 
ment gives the business firms of those same countries here 
in the United States. None of it has faced our necessity as 
a creditor nation to have foreign areas open to us for private 
investment and industrial expansion. Consequently, there 
has not been an earnest effort in most other countries to im- 
prove the climate for private investment within their borders. 

Nevertheless, there are some foretastes of what Point 


Four might be like insofar as American private investment 
in other countries is concerned. The oil companies of this 
country, for example, have large investments throughout the 
world, with heavy ones concentrated in Venezuela and the 
Middle East. 

The net effect of these at a business level has been to give 
a good return to American stockholders and to bring a 
stream of dollars to the countries in which the petroleum 
was. found. Venezuela, for example, ha. no external debt. 
Her government gets roughly half the profits of the oil com- 
panies located within her borders. Her greatest natural re- 
sources were of no value to her until they were developed. 
Now they are her greatest source of revenue. 


Procress Has BEEN MApeE 


More important, the nationals of these countries have had 
a large number of opportunities opened up to them as a 
result of these investments. Enormous progress has been 
made in one short generation. Workers have become fore- 
men and foremen have become managers. Young men from 
other countries have been trained to handle the most tech- 
nical jobs. Numerous small businesses have been started 
which are run by the nationals of the countries where our 
oil companies are guest corporations. 

Wages have gone up sharply, and better housing has come 
in. A quality of medical service and a level of schooling 
have been introduced which were previously unknown. Surely 
the citizens of every country involved have profited and 
prospered as a result of these investments. And when all is 
said and done, the welfare of people in a world at peace is 
all that really matters. 

In the merchandising field, Sears Roebuck has established 
several large stores in other countries. Prices to the con- 
sumer have been reduced, and the wages paid to store em- 
ployees have gone up. Various employee security benefits 
which were previously unknown to those who worked in 
stores in these countries have been established. 


Loca. SOURCES 


Much of the merchandise which was first supplied from 
the United States is now being supplied from local sources. 
Sears has often acted to bring American manufacturers and 
foreign manufacturers together in partnerships to produce 
these goods. It has partially underwritten the success of 
these joint undertakings by agreeing to take part of the out- 
put. When it started its Mexico City store, 90% of the 
merchandise came from the United States; 80° of it now 
comes trom Mexican sources. Is this imperialism or is it 
constructive economic progress? 

At the agricultural level, Firestone has developed ex- 
tensive rubber plantations in Liberia, and United Fruit Com- 
pany has done an utterly outstanding job of producing fruits 
in the Caribbean area which are marketed chiefly in the 
United States. Wages on the United Fruit plantations are 
considerably above those in the surrounding areas. Food 
prices have been subsidized at plantation stores to keep them 
close to prewar levels. The workers* houses are screened, 
and they all have running water. 

The workers and their families enjoy a degree of medical 
care and educational opportunity which represents very real 
progress for people in the countries where “La Frutera” 
operates. Its agricultural school in Honduras for 150 boys 
from the Caribbean countries is one of the most exciting 
places | have ever visited. The purpose of the school is to 
develop knowledge about diversified agriculture in the tropics. 

The youngsters study everything except the culture of 
bananas—which is the backbone of United Fruit Company’s 
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business. Is this “exploitation for profit’? United Fruit is 
making money all right, but if it weren't it couldn’t afford 
to give its workers a standard of living several hundred per 
cent above the levels that exist in the same countries for 
other workers. World recovery requires more of this kind 
of private activity and fewer doles from the U. S. Treasury. 
If Point Four is to succeed, American business will need 
fair but more vigorous diplomatic support from our State 
Department than it has received in the past. 


No One RULE APPLIES 


Some American businesses go abroad with wholly owned 
subsidiaries. Others prefer minority interests in foreign 
companies, and still others go in on a 50-50 basis with ten- 
year management contracts. No one rule can apply to all, 
as the business conditions vary from industry to industry, 
and local capital is more interested in some kinds of business 
than in others. 

In general, however, the present tendency is for Ameri- 
can businessmen to seek local partners in foreign lands. They 
are putting a lot of drive behind the development of the 
skills of workers in the countries where they are living as 
guest corporations. I know of no better answer to the irre- 
sponsible charges of “Yankee Imperialism” than the actual 
record of American business in foreign lands at this time. 
It’s changed mightily since the days when we landed the 
marines to get what we wanted. Our businessmen know 
they are living in a new world. 


“PARTNERSHIP CAPITALISM” 


Of course they are trying to make a profit, but they are 
also, in their own self-interest, trying to make a genuine 
contribution to people in the countries where they make their 
living. They are seeking joint ventures with the business- 
men of other countries. What Eric Johnston calls “partner- 
ship capitalism” can easily be the greatest of all develop- 
ments under the Point Four program. It may yet prove to 
be the best weapon men have ever found for destroying the 
evils of excessive nationalism. 

We Americans are unaware of the fact that we are the 
true revolutionaries of this planet. Even the most conserva- 
tive American businessman knows that the way to make the 
most money is to mass-produce things at low cost, to mass- 
distribute them at low-unit margins of profit, and to count 
on volume for good total profits. He knows that high wages 
for labor mean better customers for all business. He be- 
lieves in increasing wages just as fast as the increasing pro- 
ductivity of his workers permits. 

This is rank heresy in the business communities of most 
foreign countries. In many of them 35 to 40 per cent re- 
turns on capital are not uncommon, and low wages are often 
considered a “competitive advantage.” We businessmen have 
a contribution to make to the little peoples of other coun- 
tries which is not well enough understood either here or 
abroad. 

We have more to contribute to other countries than capi- 
tal and technical skills. We also have a “spirit” to con- 
tribute. It’s our enthusiasm for putting machines to work 
for us. It’s our belief that any individual should be able to 
climb to the top and that he should have every chance to 
do so. Its symbol is the right of any American to run a 
filling station on any corner. You can’t do that in most 
other countries. 


CHANGE ATTITUDES 


It’s our faith in competition. Neither labor nor manage- 
ment in most countries shares this faith. Their businessmen 
are afraid of price-cutting, and their labor leaders are afraid 


that improved machinery will throw the workers out of 
their jobs. Competitive enterprise, as we know it here in 
America, has never been tried in much of the world. Chang- 
ing attitudes is a tougher job than building factories, but 
it’s worth trying. 

Point Four, as we have seen, could be developed to the 
advantage of people in many countries. It would be to our 
self-interest because of the broader markets which it would 
give us for continuing industrial expansion. As a creditor 
nation, we need these beyond our own borders. It would 
be to the self-interest of the nationals of other countries 
because of the greater commercial activity, the rising living 
standards and the greater total profits which would come in 
the wake of industrial development in the less developed 
areas. There is every economic reason why this sort of part- 
nership can succeed, but there are real psychological obstacles 
which will make it very difficult. 

They have to be faced. Here at home, one of our chief 
psychological hurdles lies in the fact that so few of us have 
ever made our bread and butter out of foreign trade or for- 
eign investment. We are not a sophisticated people in the 
international sense of that word. We have made some prog- 
ress in the last ten years, but we have a long, long way to go. 

Another domestic hurdle has to do with the fact that 
while we have overcome much of our isolationism we still 
hope, as I said earlier in my talk, that world recovery can 
be brought about by giving of our money and not of our- 
selves. Our frontier love of adventure needs to be re- 
kindled. We've got to learn to go to the far corners of the 
earth and love it. We've got to learn that the best way to 
avoid depressions at home is to develop areas for expansion 
abroad. 

The third psychological hurdle here at home lies in the 
fact that we take fright much too easily as a people when 
some one calls us naughty names like ‘““Yankee Imperialists.”’ 
We take it, and cringe, because the fact of our destiny as 
bankers for the non-communist world is not yet part of our 
everyday thinking. Events thrust this leadership into our 
lives. Not having sought it, we don’t yet know what to do 
with it. I suppose better than half of us wish it had never 
happened. We haven't thought through all we can con- 
tribute to peoples abroad while making a profit for our- 
selves in the bargain. 

The fourth hurdle we must get over is our hesitancy to 
take goods from other countries in volume. If the rest of 
the world would make it profitable for us to build plants in 
other countries, this would give us a selfish reason for being 
more free-trade minded. The deeper our roots go in the 
rest of the world, the more we shall act like citizens of the 
world. 


Excessive NATIONALISM 


There are also some real psychological hurdles to be 
overcome in other nations. Excessive nationalism is the 
worst and certainly the most deadly of all. We have our 
share of it here in the United States, but that doesn’t keep 
it from being one of the few truly evil forces on this planet. 
Excessive nationalism is a hydra-headed monster which can 
throw a thousand barriers in the way of any true world- 
wide recovery. 

There are many groups at the top in other nations which 
don’t want any large-scale economic development with its 
emerging middle class in their countries. They aren’t going 
to say so, but they are going to scream loudly about “Yankee 
Imperialism” once we propose to do something about it. 

There are politicians in other countries who are being 
kept in power by United States cash which they are now 
handing out to the citizens of their own lands. If we put 
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our primary emphasis on competitive enterprise and in- 
investment they would be less powerful. 
loudly about “interference with 
when the outflow of government grants from 
us tapers off and we begin to talk about a fairer break 
fer American | in their countries. 
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‘There are also privileged groups in some foreign nations, 
not in government but close to top people in government, 
who stand to profit by a climate which discriminates against 
\merican private investment in their countries. This climate 
of discrimination enables them to act as middlemen to “fix 
things up.’ Naturally, they aren't going to stick to the 
merits of a program that might break up their little play- 
houses. 

It's so much more effective within their own countries 
to scream long and loud about “The Colossus of the North” 
or “Dollar Diplomacy” when their schemes of getting some- 
thing for nothing are threatened. I don’t know of any 
hetter way to meet these thorny problems than to have 
as many people in as many countries as possible bring them 
out in the open and talk about them. 

There are also psychological hurdles to the implementa- 
tion of Point Four in other lands which spring from the 
little people themselves. They know by a sense of smell 
that science can raise their living standards. What they 
do not realize is that this takes time, that people have to 
work hard and learn new skills and save a lot for invest- 
ment in machinery before it can be brought about. 


ENorMousS PropuCcTION NEEDED 


Nor do they realize that expanded welfare services can- 
not be had for long simply by passing a few laws. It takes 
enormous production to support a broad social welfare 
program. ‘The little people themselves can be wrecked by 
introducing too ambitious a program before their own pro- 
ductivity permits it. Social welfare services are the result 
of economic development, not its cause. All too many 
of these welfare plans are now being supported by the 
savinus of the more successful citizens. These savings won't 
last forever. ‘hey might better have gone into new plant 
and machinery which could have produced more goods so 
that there might have been more real wealth to divide. 

Perhaps the most valid psychological hurdle to the imple- 
mentation of Point Four in other countries is the mistrust 
American culture. Other peoples know that it 
produces high living standards with a large amount of 
personal freedom. But they know that it also produces 
high divorce rates, tawdry entertainment, stomach ulcers 
and tensions leading to a kind of excessive “‘busyness” which 
they find unattractive. 

We in America must realize that what we have to offer 
is not an unmixed blessing. We are in no sense over our 
own growing pains. We certainly shouldn’t try to force our 
American way of life on peoples who don’t want it. Our 
material success does not mean that we have learned how 
to live integrated lives as individuals. 


ot our 


Our Currure WILL IMPROVE 


But when other peoples want what we in this country 
have worked very hard to save and accumulate—when they 
want the plant and equipment which we alone can provide 

then they have to decide whether or not they are willing 
to take the bitter with the sweet—and pray for the changes 
they'd like to see in the American temperament. Over 
the decades there is a very excellent chance that our culture 
will be changed and improved by a closer relationship with 
the cultures of other lands. We certainly have much to 
learn about the fruitful use of leisure time. 


There is also an excellent chance that other cultures will 
be improved by contact with ours. Leisure in many lands 
is now the privilege of only very few. ‘The masses of people 
cannot possibly have it without the technological equip- 
ment which relieves them of human drudgery. We have 
the power to free them from that, and they have the back- 
ground to teach us much about gracious living. There is 
a great deal which might be gained in cultural as well as 
a material sense from the intelligent implementation of 
Point Four. 

The hurdles we have been considering are real hurdles 
and the job we've been talking about is a very long-term 
assignment. But suppose we don’t get on with it in our 
mutual self-interest? What's the alternative? Probably that 
the Commies will pick us off nation by nation until in 
desperation what’s left of the western world will turn to 
atomic war rather than risk slavery in a police state. 


Economic Basis For Prosperity Exists 


The economic basis for a century of sustained prosperity 
in the western world exists. The capital, the skills, the 
resources and the markets are present for such an achieve- 
ment. ‘The better we understand these economic facts the 
easier it will be for all of us to surmount the psychological 
barriers to our success. 

If the peoples of the western world would work together 
as people to implement Point Four, the present barriers to 
trade which are now strangling us could be gradually broken 
down. Surely, this must come about if Point Four is to 
work—if we are to have a world worth living in. One 
coes not have to be an economist to know that. 


Must Be ELIMINATED 


All it would take to paralyze this industrial giant that 
is the United States would be to establish at our forty- 
eight state line the same obstacles to a free movement of 
money, people and goods that now exist between the coun- 
tries of the non-communist world. No ultimate recovery 
is possible until these barriers are substantially eliminated. 
I feel that they can be eliminated most effectively by bilateral 
treaties and other arrangements of the sort we have been 
discussing. ‘That is the businesslike way to ultimate economic 
union, 

Certainly we haven't got very far by piously setting up 
one multilateral organization after another with a charter 
to do the impossible. We might get further if we set out 
consciously to build a “club” of like-minded nations who 
wanted to play ball with us in the only way that we know 
how to play it successfully. I wouldn’t expect the whole 
world to join us at once, and if they did we wouldn’t have 
the resources to meet their demands. But I would expect 
more than enough countries to establish a partnership capital- 
ism with us to give our new foreign policy a good trial run. 

By moving boldly to make a Point Four program work, 
we should be able to transfer an increasing part of the cost 
of foreign development from government to private shoulders. 
We should be able to increase the relative strength of the 
West as compared with the Soviet sphere. We can hope 
that a strong Western World will ultimately become a 
magnet to draw some of the countries in the Soviet orbit 
closer to us. No matter what we think of the Kremlin we 
should not close our hearts to the Russian people. One 
World is only a dream in 1949, but who is wise enough 
to say that the dream will never be realized ? 


BARRIERS 


Our Prospveriry ts THe Hope or THE Wortp 
By broadening the area of industrial expansion beyond our 
own borders we shall increase the markets for our heavy 
goods industries. A search for more customers is nothing 
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that needs to be hidden. Customers are essential to our 
prosperity, and our prosperity is the hope of the world. 
There can be no international stability without it. 

More importantly, we shall be working with the citizens 
of other countries to increase production and therefore the 
living standards of people. They will be learning new skills, 
both with their. hands and with their heads. There will 
be many partnership arrangements between our businessmen 
and those of other countries. ‘There will be a. helpful ex- 
change of ideas between our labor leaders and those of 


other nations. These closer working associations of mutually 
satisfactory nature can furnish “the tie that binds.” 

The western world needs these “showpieces” of de- 
mocracy in action. Our children need this leadership on 
a world scale as much as they need our affection in the 
family circle. To move in this direction is to take the 
offensive against Communism rather than trying to “contain 
it.” And it’s still true that the offensive always wins. In 
any competition for improving the lot of people, we've got 
what it takes for victory. 


What is Going on in Germany Today? 


PEOPLE HAVE OUTGROWN SOCIALISM 


By KARL BRANDT, Economist, Food Research Institute, Stanford University, California 
Delivered at the Tuesday Evening Series, Stanford University, California, October 4, 1949 


HAT is going on in Germany in terms of occupa- 

tion, policing, and the administration of conquered 

territory by the victorious Western Allies on one 
side of the Iron Curtain, and by the Soviet power on the 
other, is more or less common knowledge. In trying to dis- 
charge my pleasant duty of answering the question assigned 
to me, | shall report chiefly the observations I made during 
a year of academic teaching, political discussion, and intensive 
travel in Germany with respect to what the Germans are 
doing, the state of their morale and their attitudes, and what 
is going on in their psychology. 

It seems of utmost importance to do this, because after all, 
it was the psychological attitudes of German minds that 
brought disaster to other nations and in the end to the Ger- 
man people themselves. 

Merely to give you the realistic setting, or the political 
scenery, | may remind you that today the German nation is 
compressed into an area three-fourths the size it used to be, 
and is divided into two segments tightly sealed off from one 
another. It is occupied by the troops of four major foreign 
powers, completely stripped of any weapons of its own or 
any means of national defense. The federal West State 
formed just a few weeks ago has no sovereignty in foreign 
relations, no diplomatic or consular representation abroad, 
no sovereignty with regard to currency, foreign trade, indus- 
trial investment, police, budget, or tax system. Its chief 
industrial area is subject to an international authority 
dominated by the Western occupation powers. In the absence 
of a treaty of peace, Western Germany lives under an occu- 
pation statute, an Allied High Commission, and an Allied 
Military Security Board. 

This situation may give rise to the question why should 
we bother with what the Germans think, since we need not 
worry about security. However, it seems only plain common 
sense to expect that sometime in the future the German 
people will have their sovereignty again, they will have diplo- 
matic representation, and that foreign troops will leave the 
country. If this be true, then it is obvious that what is going 
on in the minds of the Germans today while their republic 
is in a formative stage is of utmost interest to other nations 
and most of all to us, because we are the power which has 
shouldered the major responsibility for the reconstruction of 
Germany. 

While trying to learn what is going on in the minds of 
the people of Western Germany, I had several advantages. 
German is my mother tongue, and I understand most of the 
German dialects; and language is the magic password when 


entry into a people’s private chambers of thought and feeling 
is desired. Moreover, it was known in Western Germany 
that I had never subscribed to Mr. Morgenthau’s idea of 
making a goat pasture out of Germany, and had instead 
agreed heartily with John J. McCloy, the present United 
States High Commissioner, in his characterization of that 
plan as the preparation for the commission of a crime against 
humanity. Furthermore, | conducted myself in Germany 
with the same courtesy and tact that it is self-understood 
when one is a guest in a foreign country, but which fre- 
quently is shed by private individuals of otherwise democratic 
convictions when they go into occupied countries. Finally, 
| have many faithful friends among anti-Nazi Germans, 
some of whom now have become political leaders in the 
West State. 

These few conditions gave me a real opportunity to in- 
vestigate what is going on in a country where, during twelve 
vears of tyranny and four years of foreign military dictatorial 
rule, people do not carry their political hearts on their sleeves. 

What I learned and discovered was most amazing, and 
proved to me that one may have at his daily service the 
greatest free press of the world, and still be inadequately 
informed about what really matters in this most vital area 
of our foreign relations. 

| worked and circulated in every part of Western Ger- 
many and what I have to report concerns chiefly the people 
in that area. But what is going on in the Soviet zone is so 
powerful a factor in the thoughts, not only of the West 
Germans, but of all the people in Western Europe, that I 
must touch upon this matter first of all. The Soviet zone 
is the ominous, ever-present background of the political 
scenery, and behind it lurks the menacing horror of new 
war. Seventeen million Germans are living under Red 

\rmy occupation in the five states of Thuringia, Saxony, 
Brandenburg, Pomerania, and Mecklenberg. The commu- 
nist-controlled Socialist Unity Party, or SED, has a solid 
majority, and rules the zone as a puppet regime for the 
Soviets. The MVD, or Soviet equivalent of the Gestapo, 
reigns supreme, and with assistance of a German Gestapo 
under communist command, keeps the old Nazi concentration 
camps of Buchenwald and Sachsenhausen filled to overflow- 
ing with Germans. In so far as the industries were not 
carted off to Russia, they work either for exports on Soviet 
account or are socialized. Thousands of German workers 
serve as slave laborers in the uranium mines of the Erzge- 
birge in Saxony. There is neither freedom of speech or of 
teaching, nor freedom of the press or of assembly. The 
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Germans there live virtually in slavery in a ruthlessly ex- 


ploited Soviet colony. At heart, very few of them are com- 
munist; all of them, including the communists, long to be 
tree ind every week from one to three thousand of them 
clandestinely migrate westward under the Iron Curtain. 
With the sad fate of so many millions in Eastern Ger- 
many, continvally on their minds, the West Germans are 


very mu h alert to the fact that they are the ones in whom 


the tuture of the German nation in the tradition of the 
West has been vested. They are keenly aware that the 
Western Allies, in spite of their punitive attitude immedi- 
ately atter the war, today are granting a substantial degree 
of freedom, particularly in contrast to Soviet policy, and 
that the United States is acting with vigor to get the Ger- 
nans back on their feet. 

In Western Germany, 48 million people are crammed into 
an afea the size of the state of Oregon. Twelve million of 
these expellees and refugees. Five million homes are en- 
tirely gone, and other millions need to be rebuilt and re- 
paired. ‘he construction of five million new houses alone 
will cost eight and one-half billion dollars. Most of the 
larger cities in the area were destroyed, and industries have 
undergone a gigantic loss of productive capital. The avail- 
able food-growing area can at best supply only 60 per cent 
of the people's minimum food requirements. Occupation 
costs and social relief for the crippled veterans, war widows 
and orphans, and the millions of expellees cause a heavy 
Strain on public budgets. 

What sort of economic policy would you expect under 
Is it not a popular notion in this coun- 
try that poverty and distress in great emergencies call for 
ereater public power and control, for centralized planning, 
allocations, and rationing? In fact, in discussing British 
policies, many people in this country find it logical under 
the circumstances that foreign exchange control, rationing 
of consumer goods, investment control, and the socializa- 


such circumstances ? 


tion of major industries are more or less inevitable develop- 
ments. Well, relative to Western Germany today, Great 
Britain is still a very wealthy country, with powerful friends 
among the nations and perfect freedom to shape her own 
domestic policy. Great Britain, interestingly enough, is 
almost the counterpart of the West German republic with 
reference to economic geoyraphy, area, and population, 

But an astounding development occurred in Western Ger- 
many. ‘Lhe Germans in the West State chose a far dif- 
ferent course by which to work their way out of their 
misery and by which to lay the foundations for regaining 
eventual independence from foreign support. As soon as 
the occupation powers granted them some degree of free- 
dom to shape their domestic policy, the West Germans 
chose to restore a free market economy. They derationed 
consumer and producer goods, decontrolled the economy, 
and freed the prices of more and more commodities. They 
decided not to socialize industries, reaffirmed private prop- 
erty and private initiative as the basic institutions of their 
economy, and at the same time acknowledged the social ob- 
lization of entrepreneurs as well as workers to the common 
good. ‘The West Germans chose this course against stiff 
resistance from the British (as Sir Cecil Weir, President of 
the Econom Sub-Commission of the Control Commission 
for Germany confirmed in a recent article*), and from the 
French 


the side of the United States. If the Germans had power 


and also in the face of misgivings or hesitation on 


over their currency, they would free it from manipulation 


*Sir Cecil Weir, “Economic Developments in Western Germany,” 
International Affairs, July 1949, XXV, 249-56. 





and let it find its own rate of exchange in accordance with 
its real purchasing power. 

‘Thus we have a vexing situation: the victorious British 
sitting on the conquered Germans as an occupying power 
while at home they insist upon executing the economic poli- 
cies of a national socialism, including particularly some of 
Dr. Schacht’s currency devices and centralized state plan- 
ning, plus the socialization of key industries; and at the 
same time the Germans have been restoring the market, 
competition, and free enterprise. The Germans did this 
because they were thoroughly fed up with the performance 
of the regimented economy under state planning and state 
control, and because they feel that they must free them- 
selves from the coils of the boa-constrictor-bureaucracy 
which had fixed prices, allocated and rationed goods, thus 
stifling private initiative, driving goods out of the legal 
market into the black markets, and chasing actual prices 
sky high. This attitude is all the more interesting since the 
Germans had a streamlined planned economy, and if any 
country could have made it work, theirs was the one to do it. 

There is much talk about justice in connection with ra- 
tioning and regimentation. The Germans weighed that 
carefully, too, but found that the greatest injustice possible 
would be to prevent the fullest utilization of every man’s 
ingenuity and ability to work to capacity. Increasing the 
social product promised far better justice than distributing 
scarcity with scientific scrutiny. The strong incentive to- 
ward and the freedom to work are supplemented by social 
relief for those unable to work. 

The results fully justify the decision the West Germans 
made. Within six months the social product has almost 
doubled, abundant consumer goods have eliminated black 
markets and have improved real wages by lowering prices. 
At present the cost of living index stands at about 160 
(1938 = 100), while the wages and salaries index stands at 
130. 

This change did not come about simply as a sudden switch 
to an experiment. It has a long and complex background 
of accrued experience and matured thought. We must not 
overlook the fact that socialism has a longer history in Ger- 
many than elsewhere—longer than in England and much 
longer than in Russia. Karl Marx and Engels were, after 
all, Germans. Historical materialism, the belief in social 
evolution under the impact of the accumulation of capital 
and the class struggle, and the idea of the dictatorship of 
the proletariat, and the notion of a classless society, had the 
free range of popular writing and discussion—and even aca- 
demic teaching—as far back as three generations ago. But 
1 do not overstate the case when I say that today the Ger- 
man people have outgrown this sort of gospel. They are too 
close to the experiment of the dictatorship of the proletariat 
being conducted on 17 million of their brethren in the Soviet 
zone, and have too vivid memories of the effects of totali- 
tarianism not to know that Marxism, instead of leading to 
heaven on earth for proletarians, leads to brutal bureau- 
cratic dictatorship under the totalitarian state. They know 
that society under socialism is everything but classless, and 
that the crudest sort of exaltation of class privilege to be 
found anywhere on earth exists in the realm where Marx 
and Lenin are viewed as saints. 

I found it fascinating to discuss matters of social and 
political philosophy with workers, labor-union leaders, and 
members of the Social Democratic Party. They seemed to 
abhor far more a powerful state bureaucracy than the rights 
of private entrepreneurs. They were much interested in the 
preservation of human dignity and in production as a co 
operative venture involving management and labor. The 
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unions are not primarily interested in boosting wage rates, 
but rather in attaining high employment, high industrial 
output, and high purchasing power for their payrolls. Ex- 
perience has taught them that they never can win the race 
against inflation by pushing up wage rates. During my 
discussions it became quite clear that some segments of or- 
ganized German labor have discarded the class-struggle 
ideology in favor of something more progressive, constructive, 
and democratic. 

During the’ last four years there have been hardly any 
strikes in Western Germany. The view has gradually been 
gaining ground that the right to strike or to lock out work- 
ers is a remnant of jungle law, with the general public pay- 
ing the bill. It is considered more desirable to settle disputes 
by arbitration through competent, judicial, and fair arbi- 
trators. 

German labor is not expected to oppose seriously the 
efforts which the people are most anxious to make as soon 
as they can to improve the tax system. By military-govern- 
ment dictate, the Germans wrote tax laws providing for 
such extreme tax rates that incomes after taxes are being 
leveled flat. This has resulted, as it does wherever such a 
policy is adopted, first in making the incentive to work to 
capacity ineffective, and second in lowering tax morale so 
much that tax evasion is common. 

These views, however, are not held uniformly in Germany 
or in German labor circles. There are still some old-fashioned 
doctrinairians who cling to Marxian dialectics and the class- 
struggle tactics, but they are in the minority, and they are 
losing ground politically. That they brand the change tak- 
ing place as reaction does not in the least improve their 
weakened position. 

But on the whole I was profoundly impressed by the sense 
of social obligation and responsibility displayed by all eco- 
nomic groups. In spite of the much publicized sales of food 
in the black market, farmers continued to deliver their quotas 
of grain and livestock at a time when the mark kad all but 
lost its purchasing power. While there is deep grief and 
distress in millions of families, public morale is surprisingly 
high, dating particularly from the currency reform in June 
of 1948 and the simultaneous improvement in the food situ- 
ation. Public morale is high partly because conditions have 
improved, but partly also because of the remarkable fiber 
of the people. The currency reform practically wiped out 
all savings for the second time in a single generation, but it 
restored a sound measuring rod for economic value and a 
sensible medium of exchange. The people are thus given a 
new start on the hard road back to a more normal civilian 
life, and the feeling that they have solid ground under their 
feet again. Nowhere else in Europe have I seen people 
working under similar political, economic, and social handi- 
caps with so much determination, self-discipline, and natural 
devotion to the job of digging themselves out of the ruins 
and rebuilding their cities and industries as I did in Western 
Germany. Yet even with their doggedness, social discipline, 
and high morale, it will take decades for the principal ma- 
terial loss to be made up. 

With millions of homes to be built, for which the capital 
must come mainly from savings, and with 30 per cent of its 
population constituting expellees and refugees, the West- 
German republic faces an enormous array of social problems. 
The expellees from the quarter of the area ceded by the 
Allies to Polish administration, and from Czechoslovakia, 
Hungary, and elsewhere, are distributed among the homes 
still standing in villages, on farms, and in suburban areas. 
In many homes formerly occupied by one family, three or 
four now live, sharing the same kitchen, bathroom, hall, 





staircase, and cellar. This condition alone, going on for 
three or four years could drive people crazy in any country. 
Imagine 12 million hapless expellees, stripped of all prop- 
erty, dumped on an area with bombed-out cities and destroyed 
homes. These people are simply assigned to other homes by 
the German authorities, and while there are inevitably many 
complaints and a good deal of friction, everyone somehow 
puts up with it and co-operates in the work to overcome 
this emergency some day. I could not help feeling that the 
social discipline and the degree of unselfishness displayed 
were remarkable. Several thousand new refugees arrive each 

week from the Soviet zone—not all of them the most desir- 

able of newcomers—yet all of them are taken care of by 

German communities or by private citizens. Of course, these 

homesick expellees create a host of political problems, too. 

The children in the West State looked neat and clean, 
even the children of families living in damp cellars or shacks 
built in the burnt-out shells of apartment houses, and de- 
spite the fact that soap was very scarce. The people raise 
and buy flowers, which are to be found even in the homes 
of very poor people. In the utterly destroyed city of Heil- 
bronn, the city fathers have built a narrow public park right 
through the blocks of ruins, with a lawn, shrubs, flowers, 
and benches on both sides of it, thus creating in the midst of 
the rubble a spot of civilized earth, order, and neatness. In 
nearly all the cities there were similar symptoms of efforts 
to conquer the chaos and build up morale. 

Family life is exceptionally strong. Perhaps this is natural, 
but conceivably the development could have been in the 
opposite direction. During the years when destruction and 
death rained from the skies, most people lost their earthly 
belongings. What kept them spiritually alive, and made 
them bear the grave physical and nervous strain, was their 
ultimate faith in God’s grace, and the love for and belief 
in members of the family, and faith in real friends. As the 
outer world collapsed, family life rose in importance and 
resourcefulness. Mothers became the central figures in it, 
and quite often they stood the test of crisis better than the 
men. While so much went to pieces at once in the world 
of men, the mother’s world of the family gained in stature 
and strength. 

In fact, this tightening of family ties and increase in 
their vitality began under the Nazi tyranny, some years be- 
fore the war, in all the homes of those who dissented from 
the regime. 

Among the non-material resources from which the people 
derive strength and resilience the fine arts rank high. Music 
and the theater are in full bloom, and the literary produc- 
tion is most impressive. People will walk or bicycle for 
many miles to attend a concert, even in miserable weather, 
and music is on a high level even in very small towns. Nearly 
all large and medium-sized cities have at least one, but 
usually several theaters, and a civic opera. Art exhibitions 
are crowded with visitors from all sorts of background and 
stations in life. 

Whatever reconstruction is accomplished in the cities is 
done under the guidance of city-planning architects, with 
lasting materials, and generally with good taste. There is 
uniformly a desire that the cities of tomorrow shall have 
more beauty and greater conveniences than those of the past. 
No effort whatsoever is being made to give protection against 
bombs. 

Living through the greatest catastrophe that ever struck 
a nation has led to a profound and strong revival of re- 
ligion. Stark tragedy shook man to his foundations. What 
happened to our men in the Pacific battles, at Anzio, and 
elsewhere, happened to every German man and woman. 
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| y 4 ed the fact that man is more than a rational 
; viory of scientism fel! off when, in 
' 1 

t t began to show through. The ¢ yer- 
th ence will lead to barbarism unless 

orr e standards ot od and evil 
¥ ( n chure! were persecuted er the Nazi 

+ Bok. 
re e. Many church leaders were martyred. Both churches 
re.it reneth from it. With clergy at d J ity oF such 
ial 1 iti Botl 

! r, they are in an enviably good position. Doth 


| 
loser to the lives of the people and represent 
of a constructive social force, and are more than ever 

t lert to the great challenge presented by the social 

es of our time. Both churches are directing relief cam- 
ns of wide scope, and are sharpening the public’s social 
ence toward the refugees. The German Evangelical 
Church (Protestant) has been abandoning more and more 
lencies toward liberalization, and has so much tightened 
dogma that perhaps nowhere else in the world has Prot- 
intism come so close to Catholicism as in Germany. In 
fact, there is a strong movement toward the reunion of both, 
led Una Sancta Ecclesia, and although it will not suc- 
ceed, there is no where else such genuine mutual respect 
ammony practicing Catholics and Protestants and cle orgy today. 
Phat in many places both churches hold divine services in 
the same building ere only church building in the com- 
munity not destroyed—is merely a natural svmptom of these 
vood relations. Of course, there are large numbers of people 
who stay aloof from church communities, but agnostics and 
dissidents, too, have discovered for themselves the elements 
of the Christian roots of Western civilization. This is per- 
haps not surprising in a nation of 67 million people that lost 
6 million of its men, and in which the leadership of modern 
heathens led to such disasters as the air assault on Dresden 
in which 190,000 civilians were roasted alive. The new 
Crerman constitution, unanimously adopted, provides for re- 
lirious education in schools. 

‘This presents a great contrast to the years after World 
War I, when millions left the Protestant church, and bio- 
loyical materialism and other philosophies became their 
vospel. “The current psycholo rical developments are closely 
related to the change in attitude about economics and the 
waning of Marxism and materialism. 

But you will want to know what is going on in Germany 
vith reference to democracy and whether it is true that 
is a new upsurge of national sm. ‘This cannot be 
‘Yes’ or 


hye fairly clear. “The 


“No” but the case is never- 
Germans today are not enthusi- 
dmirers of American democracy, nor do they believe 


answered quickly by 


t they can olve their problen s by copying us, But why 
1 the world should they? They have never seen our de- 
mocracy in operation. In fact, they have become quite 


ergic to the English term ‘democracy’ for the simple 
rave blared it into their ears so long and so 
ll the while the visible evidence around 
was creating only disagreeable associations. Military 
the perfect antithesis of democracy. Military rule in 


’ 4 ? 
land ot a vanqguis ed people is iron-clad government by 
1 . 
t dictate. If for several years that government 1s 
tive t will not m ike rosely tes tor the cor yuerors ideas 


thout democracy, either. ‘The Germans were not interested 


n democracy unless it applied to them. The violation of 
the Atlantic Charter, and the brutal expulsion of millions 


of Germans from their homeland her them doubt that 
democracy did to them. 

However, it is much more important that the Germans 
are keenly interested in the substance of democracy; having 


lived under parliament tor 63 years and a republic for 14 





the substance of den ocracy is not new to teem, The Ger- 
inans have made very good use of the freedom of sj peech, ot 
assembly, and of association, and have util mr their voting 
right with twice as s high a percentage of votes as is common 
in this country. Nor did they give their votes to radical 
rightist or leftist parties, but to three moderate parties. “The 
‘st proot of their democratic leanings is the cold shoulder 
they turned on the communists. It is true that neither the 
Nazi party nor a royalist party were allowed by the Allies 
to eXist, but from my knowledge | would guess that even 
if admitted the Nazi party or any substitute party would 
not have received more than a few crank votes. As the 
ballot went in the eleven states and for the Bundestag, the 
Social Democratic Party (SPD) stands left of center, the 
Christian Democratic Union (CDU), in the center, and 
the Free Democratic Party (FDP), slightly right of center. 
All of these parties stand for respect for the dignity of man 
and for civil rights. They differ in their attitude toward 
centralization, socialization, and some other problems, but 
are united in their affirmation of the principles of genuine 
democratic government. The parliamentary council duly 
elected for this task has written a preliminary constitution 
or basic law tor the West-German federal republic. It is 
the most advanced democratic constitution in existence. Based 
on the experiences of Germany and other nations, it incor- 
porates solutions to a number of extremely knotty problems 


of the sort with which we, France, and Great Britain are 
still struggling. 


But perhaps an even more convincing proof of the present- 
day political attitude of the German people is the type of 
men whom they have elected as ministers and minister-presi- 
dents in the parliaments of the states and as officers in the 
federal republic. Dr. Theodor Heuss, the President, is a 
mature European statesman of wisdom and stature, holding 
democratic convictions as good as any that have been held 
by any of our own presidents. I happen to know him well. 
We were colleagues under the Weimar Republic in the 
Academy of Political Science in Berlin, and met again in 
recent years. President Heuss has a long and clean record 
as a deputy in the Reichstag of the Weimar Republic and 
as an anti-Nazi since that time. Konrad Adenaur, the 
chancellor, was mayor of Cologne, and was Germany’s most 
remarkable and resourceful mayor during the Weimar Re- 
public, and so staunchly anti-Nazi that he was repeatedly 
thrown into the Gestapo cells. He stands for close co- 
operation with France and with the West. The lord-mayors 
of Hamburg and Bremen, and the minister-presidents of the 
nine other states, are men in whom the West may have faith 
and of whom the Germans may be proud. 


There remains the issue of nationalism. There definitely 
is a new and strong nationalism. It has come to the fore 
parti icularly since the success of the currency reform, the 
disappearance of the specter of famine, and since the defeat 
of the blockade of Berlin by the Allied airlift. Indeed, the 
American military government in Germany, upon the ad- 
vice of the State Department, has done its level best to 
instil new life into the German nation and has succeeded in 
reviving a certain vital element of nationalism. 

When the totalitarian state, which systematically dis- 
solved any former social structure or association, collapsed 
and disintegrated under our unconditional surrender policy, 
the German people were left an amorphous agglomeration of 
people with families and communities the only units of or- 
ganization left. For years the question for them had been 
whether they could physically survive. The ill-advised de- 
nazification policies, the theory of collective guilt, the war- 
crimes trials, demilitarization, dismantling, and the arbi- 
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trariness of the military-occupation authorities during the 
initial phase of occupation contributed further to the atomi- 
zation of the political background of the people. When, 
after three years of occupation, political reconstruction had 
got to the state level, the real economic recovery had begun, 
and preparations got under way to unite 48 million Germans 
into a federal republic, the people were obliged to take a 
different attitude toward themselves and the world. They 
knew now that they still existed as a nation, that they would 
have to resume responsibility for their own affairs, and that 
they owed their nation a new allegiance and loyalty. This 
is what we call patriotism and what we expect of any of our 
own citizens. This is the end in view to which General 
Clay many times exhorted the German administrators and 
the general population. When the Berliners showed this 
quality during the blockade and at the time of the elections, 
they earned the cheers of the American people. 

This patriotic nationalism finds its expression today in 
the frankly expressed desire of all people in Western Ger- 
many to see the Soviet zone united with Western Germany, 
and to have Berlin restored as the nation’s capital. This is 
not the desire of the German people alone; it is our stub- 
bornly pursued policy, too. We insist upon getting the four 
zones of occupation united. The new German nationalism 
finds its expression in the desire for the eastern border of 
the Russian zone to be adjusted. This again is a claim which 
our government has against Soviet Russia and Poland. 

So far, there is no cause for alarm in this. But there is 
real danger that certain elements of chauvinism will poison 
this healthy nationalism and make it nonco-operative if not 
outright aggressive. There is imminent danger that certain 
Allied policies will stir up more and more bitter resentment 
and real hatred of the Western powers, and that this re- 
sentment, later on, will have very destructive repercussions 
upon the future peace of Europe. There are three real 
sources of deep resentment, two concerning economic poli- 
cies, and one being a matter of international law. None of 
these is of such importance that it could not be eliminated 
by the intelligent action of America, Great Britain, and 
France. 

The three Western Allies still execute the Potsdam policy 
by taking reparations in the form of existing capital equip- 
ment, by dismantling many very valuable factories—some 
of them factories destroyed by war action which were re- 
constructed under the occupation power’s jurisdiction and 
in operation. Economically this was from the outset an ill- 
advised policy, because at terrific expense only a fraction of 
the value represented by such a plant can be salvaged. On 
this point scores of American experts and statesmen are in 
agreement. But today the continuation of this destruction 
at the expense of the American taxpayers causes irreparable 
moral damage—damage which two years ago might have 
been ignored. But today, four and one-half years after the 
war, it simply sows the seeds of hatred in the hearts of the 
German workers who are forced at the point of tank guns 
to destroy with their own hands the peaceful factories which 
give them employment and bread. This is a performance 
precisely as stupid as was the occupation of the Ruhr by the 
French army four years after the Versailles Treaty was 
concluded. It was then and there that the first real Nazis 
became active. 

The other economic issue is more involved, but even more 
pernicious in its political effect. —The Germans claim that the 
Western powers, particularly Great Britain, but also France, 
are using the security commission and the pretext of military 
security for the sake of restraining German competition in 
the world market. They see chiefly this motive in the dis- 
mantling of the Thyssen steel plant, in the destruction of 





the Blohm and Voss shipyards, and in the dismantling of 
all coal and oil-cracking plants. Suspicion of this sort ap- 
plies naturally to Allied control of currency, which gives the 
victors a most effective means of throttling German exports 
by keeping the exchange rate of the D Mark high above its 
purchasing power. It applies similarly to Allied control of 
export prices for coal, steel, lumber, and other goods. In 
this case, the American public has a strong interest, con- 
current with that of the Germans, since we foot the bill for 
the German foreign-trade deficit; and if we don’t foot the 
bill, we face the political results of depression, mass un- 
employment, and strife in Germany. It is obvious that rela- 
tions between Germany and the West are being poisoned if 
there is any truth in the German claim that the victorious 
Western powers are exploiting their victory by enslaving 
the Germans through economic strangulation under the 
guise of military security. 

The third cause of deep resentment stems from certain of 
the war-crimes trials. ‘The German public, including the 
most judicial and sensible minds, consider the conviction of 
the industrialists and the conviction of von Weizacker to be 
gross miscarriages of justice motivated by a spirit of revenge 
and designed to humiliate the German people. So long as 
these people are treated as ordinary criminals, much will 
have been done to stir up deep and lasting resentment. The 
legal review of the military-tribunal proceedings, or the 
establishment of a parole board, or the proclamation of 
amnesty would do much to clear the road for the disposal 
of this particular issue. 

Fortunately enough, there are also other more favorable, 
and far more important psychological developments than 
these. The Germans, particularly students and young people 
in general, are keenly interested in closer association and co- 
operation with the nations of Western Europe. ‘The Euro- 
pean union idea is very popular, and the political leaders are 
convinced that the establishment of good-neighbor relations 
with France must have priority. In its constitution, the 
federal republic has recommended that the problem of na- 
tional defense be delegated to a West-European union. I 
have tested with many German audiences the attitude toward 
the occupation forces by asking whether they want them 
withdrawn. In each instance I have received an emphatic 
“No” in reply. They want the occupation forces to remain 
because they are still the only token of protection against 
Soviet aggression. —The Germans have no taste for building 
an army of their own. Every third man between the ages 
of 20 and 40 was left dead on the battlefield. Every third 
girl in those age groups cannot marry. And the male youth 
has spent three, five or more years in the armed services or 
as prisoners of war. 

My report to you has concerned certain psychological de- 
velopments in Germany as | found them in 1948-49. In 
suminary, I draw from them the conclusion that considering 
the chaos the Nazi regime left as its legacy, the attempt to 
reconstruct a democratic German society—an attempt which 
has been financed and guided by the government of the 
United States—has so far been remarkably successful. I see 
no reason why it should not ultimately succeed, provided 
that the remnants of punitive policies are removed, and that 
the German federal republic is admitted to membership in 
the community of Western nations, where it can render so 
much constructive service to the common cause of peace. 
There is every good reason for the United States to see that 
the present political leaders of Western Germany meet with 
success in their great undertaking, not only in view of the 
installation of a Soviet puppet government in Eastern Ger- 
many, but also as a measure of the rehabilitation and 
strengthening of Western Europe. 
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British Devaluation and Its Effects 


WILL NOT SOLVE DOLLAR PROBLEM 
By AUGUST MAFFRY, Vice-President, Irving Trust Company, New York, N. Y. 
Delivered before the Export Advertising Association, New York, N. Y., October 6, 1949 


OU recall] that the devaluation of the pound sterling 

was announced on the night of Sept. 18, and became 

known to most of us on the morning of Sept. 19. 
I spent the whole of the preceding week in Washington at 
the meetings of the International Monetary Fund and the 
International Bank of Reconstruction Development, which 
were holding the annual meetings of their Boards of Gov- 
ernmor at that time. 

Csathered there in Washington that week were practically 
all the finance ministers of the world, and practically all the 
heads of central banks. ‘The issue of devaluation was very 
much talked about, and I kept my ear very close to the 

round. 

| came away Friday afternoon before the devaluation of 
terling was announced on Sunday evening thoroughly con- 
vinced a decision had been postponed for the time being. 

Now, to get to my subject, I should like to depart from 

that point and state my belief that the British Government 
would have postponed the decision if it had been able to do 
so. | think it would have avoided the decision if it had been 
possible for it to do so. Its hands were forced, resulting in 
the devaluation of sterling, and the hands of many other 
countries were forced likewise, and now some 25 currencies 
ire devalued. 
The British were forced to devalue because they were 
ing a steady loss of gold and dollars from the reserves 
the United Kingdom as the banker for the whole of the 
terling area. 

‘To give you some conception of the magnitude of this 
drain, | might remind you that during the second quarter 
of 1949, the British Treasury lost 65 million pounds ster- 
ling in gold and dollars. During the third quarter of 1949, 
up to the time of devaluation, they lost an additional 75 
million pounds sterling. For these purposes, multiply by four 
ind you get the equivalent in dollars. 

\t the time of devaluation, the British Treasury had left 
no more than 350 million pounds, and I would say again 
that this sum represented the reserves not only of the United 
Kingdom but of the whole of the sterling area, 

If these losses had been continued for a period as short 
is 18 months, the British Treasury would have been literally 
vankrupt—that is in terms of dollars—and the whole of the 
sterling area would have been literally bankrupt in terms of 
dollars. 

The drain of gold and dollars from the British Treasury 
had to be stopped. = 


¢ 


1 
+ 
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he means of stopping it was devalua- 
tion. And so the British came to a very reluctant decision, 
to reduce the value of the pound in terms of dollars. 

This drain on the reserves of the United Kingdom and 
of the sterling area was the result, as vou all know, of a 
reneral loss of confidence in the pound sterling. 


DEVALUATION INEVITABLE 


Most of the world and, indeed, many Britishers as well, 
had come to the conclusion that the devaluation of the pound 
was inevitable and imminent. As soon as the world came to 
that conclusion, the eventual devaluation of the pound be- 
came quite inevitable, and it was only a question of when 
ind how much. ‘Those questions have now been answered 
tor us. 


The British Government was also under another type of 
pressure, which | think should be at least mentioned here, 
although I do not propose to develop the point. The United 
States Government, the principal source of financial aid for 
the United Kingdom, and through the United Kingdom for 
the whole of the sterling area, was convinced that sterling 
should be devalued. And our Secretary of the Treasury, as 
you know, made his position clear on several occasions, not 
mentioning sterling or the United Kingdom specifically, but 
stating his conviction that foreign currencies were over- 
valued, that they would have to be devalued in the interests 
of maintaining and increasing world trade. 

He stated this position one time last fall- before a Con- 
gressional Committee, and he repeated it several times in 
the early part of 1949, 

The International Monetary Fund, which is the interna- 
tional authority in these matters, was also convinced that 
the devaluation of many foreign currencies was overdue and 
would have to come about, and the sooner the better. 

‘This was made clear in the Annual Report of the Mone- 
tary lund issued in September, as it happened, after the 
decision to devalue had been taken by the British Govern- 
ment. 

The President of the International Bank also stated his 
position in the early part of September in a forthright speech, 
in which he said that devaluation was a necessary measure 
towards economic recovery and monetary reconstruction. 

In the face of these two pressures, the strictly financial 
pressure on the pound sterling and this political pressure from 
the principal bankers for the United Kingdom and the ster- 
ling area, the British really had no choice. So if any of you 
harbor the illusion that this was a deeply-laid plot on the 
part of the British or other countries to undercut U. 5. 
competition in export markets, you might as well give it 
up. It is simply untrue. The devaluation was forced by 
events. 

CONSEQUENCES OF DEVALUATION 


Regarding the consequences of devaluation, so far as we 
can now see them, I shall speak first about the consequences 
for the countries which have devalued their currencies, and 
then about the consequences for the United States and 
United States foreign trade, which is what you are primarily 
interested in. However, the two things are opposite sides 
of the same coin. 

For producers and exporters in countries which have de- 
valued the devaluation means that it gives to them a 
temporarily improved competitive position in the world 
market. | emphasize the word “temporarily,” because it 
is a matter of conjecture how long the improvement will 
last. It is a matter of conjecture how long it will last be- 
cause costs and prices in the countries which have devalued 
will certainly go up. I will have more to say on that in a 
few minutes. 

Let us speak for the sake of simplicity about the position 
of the British producer and exporter. If he is a producer 
and exporter who is selling primarily in a dollar market and 
quoting in effect a dollar price, and if he is in a position to 
maintain his dollar price, the only consequence of devalu- 
ation to him will be that he will mark up his sterling prices 
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to the full extent of the devaluation and gain accordingly 
in terms of sterling. ‘The dollar price of his product will 
remain unchanged. 

One example of this is the price of Scotch whisky, the 
dollar price of which is unchanged as a result of devaluation. 

This gain on the part of the favored British producer 
and exporter has certain other consequences, which I will 
mention incidentally. ; 

Since the sterling price has gone up very greatly and since 
he will quote the same sterling price to all buyers, whether 
in the United States or elsewhere, he will tend to lose sales 
outside the United States and the dollar area and tend to 
gain sales in the United States and in the dollar area, which 
will be of some benefit to the dollar position of the United 
Kingdom. 

However, the case of Scotch whisky is by no means a 
typical case. In most instances, the British producer and 
exporter, and other foreign producers and exporters similarly 
situated, will lower their dollar prices somewhat while rais- 
ing prices in their own currency somewhat; and when the 
dust settles, the effective dollar prices will be somewhat less 
than they were before devaluation. 

In the case of British manufactured goods. I have collected 
whatever information is available on changes in effective 
dollar prices to date. 1 would make the guess that after a 
few months we will find that the prices of a range of British 
manufactures in this market have gone down by 10 or 12% 
in terms of effective dollar prices, and not more than that, 
I think, on the average. There will be some cases of com- 
modities that will go down more in price, and some that will 
go down less than the average. 

I said that prices and costs will go up in the countries that 
have devalued. This is quite certain to happen. In the 
United Kingdom and other countries with devalued cur- 
rencies, the cost of imported materials and components from 
the dollar area went up in exact proportion to the amount 
of the devaluation. In other words, the prices of these raw 
materials and components from the dollar area went up 
immediately by some 44%. 

What is generally overlooked is that the price of goods 
produced within the area of devaluation has gone up also, 
and will go up still more. Thus, the British producer has 
to pay not only more for what he buys in the United States 
and in the dollar area—he pays more for what he buys from 
South Africa, from India and from other countries within 
the sterling area. 

Examples which I might mention are natural rubber, 
which has gone up by 20% in terms of sterling: burlaps, 
which have gone up by 20% in terms of sterling; tin, which 
has also gone up in terms of sterling; and there are many 
other examples of the same kind. 

So British and other foreign producers are faced with 
rising material costs, and before long I am sure they will 
also be faced with the problem of rising labor costs. Be- 
cause in the area of devaluation imported foodstuffs such 
as wheat and flour and bread stuffs have gone up in price. 
This means that wage earners will certainly press for higher 
wages. They have already begun to do so. The inevitable 
result, I think, in spite of all the efforts of government to 
hold the line, will be a slow rise in money wages in the area 
of devaluation. I would not exclude from this observation 
the United Kingdom, where I am sure the efforts to hold 
the line wil! be as great as the Labor Government or any 
successor government is In a position to make. 


Errect On U. S. Imports 


Now let us return to what I consider to be the general 
or the typical case, which is that of foreign products coming 





out of the area of devaluation, which are offered at lower 
dollar prices now than before devaluation. 

Does this mean that we will have a flood of foreign im- 
ports into this market? I think not—for various reasons. 
One reason | have already stated. ‘The reduction in effective 
dollar prices will be a moderate reduction and not a great 
one. 

Even more important, however, is the fact that the bulk 
of the things that we buy, perhaps two-thirds of the things 
that we buy from the area of devaluation, consist of raw 
materials for American industry. The volume of imports of 
these raw materials depends not primarily on the prices at 
which they are available. It depends upon the general level 
of economic activity in the United States. We won't buy 
much more rubber, much more burlap, wool, lead or tin and 
the other things that we get from the sterling area, for 
example, at prices that are 5% less than they were before 
devaluation ; conceivably somewhat more, but not very much. 

In the case of manufactured goods coming out of the area 
of devaluation into the dollar market, demand is more 
responsive to price; but even in that case, I think it may be 
doubted that the increase in our imports will be spectacular. 
There are still many impediments to imports in the United 
States market which apply particularly to manufactured 
goods. 

Even more fundamental, however, is the fact that at the 
present time and as far as one can see, British and other 
foreign producers simply do not have the capacity. I do not 
think they have the incentives and I doubt very much if 
they have the promotional facilities such as advertising at 
their disposal, which would permit them to obtain greatly 
expanded markets in the United States or elsewhere in the 
dollar area. 

If they cannot produce much more, they cannot sell us 
much more unless they divert goods from the domestic 
market, and I think the possibilities in that direction are 
quite limited, particularly in the case of the United King- 
dom where goods are already scarce on the domestic market. 

The other possibility is that they will divert goods from 
some-currency areas to the dollar area. This will cer- 
tainly happen to some extent, but I should guess the process 
will be a relatively slow one. It will happen only as sterling 
prices rise; and as the rise in sterling prices chokes off de- 
mand from the sterling area, while the fallin. effected dollar 
prices stimulate demand in the dollar area. That, I think, 
will be a relatively slow business. 

There are still many incentives on the British producer 
to sell in protected markets outside the dollar area where 
he has a minimum of competition, where he can pay per- 
haps less attention to such things as styling and packaging 
and packing than if he were seeking a new market in the 
United States. 

For all of these reasons, | can see no prospect of a flood 
of British goods into the United States as a result of de- 
valuation. I think the increase in physical volume will be a 
quite moderate one on the whole. 


Witt Nor Sotve DoLLtar Prop_tem 


For these reasons, I think it is fair to conclude that de- 
valuation will, by no stretch of the imagination, solve the 
dollar problem for the United Kingdom or any of the other 
countries which have devalued their currencies. In fact, over 
a short period, at least, I think it is conceivable that de- 
valuation will have the effect of widening the dollar gap, 
instead of narrowing the dollar gap. In the meantime the 
governments which have devalued are saddled with ex- 
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tremely difficult domestic problems, economic, financial and 
political, as a result of devaluation. 

| have mentioned only the pressure for higher prices and 
wages, which is the most difficult problem which these coun- 
trics now tace, 

I turn now to the effects of devaluation on the trade of 
the United States. I have already indicated some of my 
principal conclusions. 

‘The first is that our imports will not increase greatly, if 
at all, in terms of total dollar volume as a result of devalu- 
ation. It seems to ne that other sources of dollars for for- 
cigners, imports being the main one, will also be largely 
unaffected by devaluation. The foreign assistance program 
is set by legislation on the basis of appropriated funds for a 
year ahead. New foreign investments by the United States 
will continue at about the present rate as far ahead as one 
can see, 

I should expect therefore that foreigners will have to 
spend in the United States about as many dollars as they 


shave had in the recent past, or about $16,000,000,000 per 


annum for goods and services combined. 

The question is: Will they spend all of their dollars in 
this country now that American goods and services are so 
much more expensive than they were before devaluation ? 
I think they will, although, as I shall indicate in a moment, 
I think it should not be taken entirely for granted. 

I think these dollars will be spent, because I think the 
hunger for dollars throughout the world is still so great, 
the shortage of dollars. so general, that foreigners will spend 
their dollars rather than. accumulate them as monetary re- 
serves, which would be the other alternative. 

So I conclude that the total export trade of the United 
States over the next period will continue at the rate of 
approximately $16,000,000,000 per annum—not much more 
and not much less. 


INCREASED Export CoMPETITION 


This conclusion will give very little comfort to those of 
you who are faced with greatly increased price competition 
in foreign markets as a result of devaluation. 

Increased price competition, not only in the area of de- 
valuation, which: includes the whole of the sterling area— 
practically all of Europe west of the Iron Curtain and other 
countries as well—but increased price competition in third 
markets such as Latin America. 

I his conclusion would also give small comfort to those 
of you concerned with domestic trade, who will be facing 


The March of Progress — Economically 


“MIONETARY AND FISCAL TRICKS HAVE NO POWER OF MAGIC” 


greatly increased price competition in the domestic market 
for certain types of products. 

Those of you who are selling for export or advertising 
for export, will not have to have it explained to you that 
selling goods in the area of devaluation and in third mar- 
kets is going to be more difficult now than it was before 
devaluation. Some export lines and some exporters are go- 
ing to be hit, and they are going to be hit hard. 

Nevertheless, | would suggest that one not become panic- 
stricken about these prospects except in extreme cases where 
exports or exporters are extremely vulnerable for one rea- 
son or another. And I hasten to say that every case is 
different from every other case. 

The case of the exporter of drugs is different from the 
case of the exporter of appliances; and the case of the ex- 
porter of appliances is different from the exporter of the 
heavy equipment. And the case of the exporter who has 
plants in foreign countries as well as in the United States, 
is different from the case of the exporter who produces and 
sells only from this country. 

Since I am generalizing, I cannot deal with individual 
cases. If I were an exporter, I would bear in mind the 
general factors as they apply to my particular case. 

1 would bear in mind that my product probably had some 
price advantage in the foreign market before devaluation. 
‘This price advantage may be wiped out or not, depending 
on the circumstances. I would bear in mind that some of 
my foreign competition was already selling in terms of 
foreign currencies which were devalued in fact, although 
not officially. In other words, transactions were going for- 
ward at rates for foreign currencies much below those that 
were quoted officially in the newspapers. 

I would bear in mind that there are many factors in 
export which are important in addition to price. ‘There is 
the factor of availability, which is still extremely important 
with respect to many commodities and many markets. 

There is still the vitally important factors of styling, pack- 
aging and packing, and all of the other things that go into a 
successful export business. 

If | were an exporter, I would wait if I could, to see 
what my competition is going to be before I put any drastic 
price cuts into effect. If you have to cut your prices in 
order to hold a market, that is another matter. In many 
instances I am sure that will not be necessary. 

| would also—and this, I am sure, will be favorably re- 
ceived by some of you—I would certainly double my budget 
for export advertising. 


By EDWIN G. NOURSE, Chairman, Council of Economic Advisers 


Delivered before the National Retail Farm Equipment Association, Washington, D. C., October 18, 1949 


HEN I saw the first outline of your program, I was 
/ impressed with the strong note of courage and op- 
timism which it expressed. Fifty years of progress 
by the association; “the march of progress’ in manufactur- 
ing; “the march of progress” in agriculture, in farm mechani- 
zation, and even in Government—with Senator Byrd as its 
prophet. Compared with his assignment, mine should be 
easy—" The March of Progress—Economically.” 
The economic progress of this country has been almost 
fabulous since its founding, or during the last century, or 
in the fifty years spanned by the life of your organization. 


All these records of progress are matters of common know!l- 
edge. As we come closer to the present day, the tempo of 
progress seems to be accelerating, not being arrested. Against 
the somber backdrop of the depression 30's, the stimulus of 
war touched off a blaze of new achievement. It revealed 
latent powers for production, not demonstrated before, 
powers which were inherent in our natural resources, our 
high-grade labor force, our accumulated capital, and our 
capacious credit reserves. That enlarged economic power 
made us the decisive contributor to victory and at the same 
time permitted the masses of our people to enjoy a higher 
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average of consumption than they had ever known before. 
As | remarked in another connection about a year ago, even 
a war of such gigantic proportions did not reduce us to the 
blood, sweat, and tears that were the lot of England and 
our other allies. ““While individual deprivations and family 
losses were grievous, it could be said of the Nation as a 
whole that we lost some blood, shed a few tears, and got up 
a healthy sweat.” 

After the war, many people, reasoning by analogy, prophe- 
sized that we would have a postwar slump, that demobili- 
zation would throw 8 or perhaps 10 million workers into 
the ranks of the unemployed. But we passed from victorious 
war to vigorous peacetime reconversion with amazingly little 
lost motion. Assembly lines were switched back to peace- 
time goods, pipelines were filled, and trade relations were 
reestablished. Consumers, with plump pay envelopes and 
an unprecedented reserve stock of liquid savings, resumed 
their normal but now enlarged role in the market as stimu- 
lators and guides of the productive process. 

The Employment Act under which I have the honor to 
serve is a march-of-progress act. It calls for maximum pro- 
duction, employment, and purchasing power, engendered by 
free competitive enterprise complemented by prudent but 
vigorous public enterprise and sustained over the years with 
only moderate ups and downs. I am not prepared to say that 
1948 and 1949 precisely measure the maximum of produc- 
tion, employment, and purchasing power for the United 
States, but I venture the thought that they may be accepted 
as at least “‘a reasonable facsimile thereof.’”” As we now ap- 
proach the year end, I am not prepared to offer you any 
assurance, private or official, that we shall do precisely that 
well next year, throughout the decade ot the 50’s, or tor the 
rest of this century. It is notable, however, that the events 
of the last ten years or so, taken in the perspective of pre- 
ceding decades, have given many thoughtful persons confi- 
dence to make projections that are about that optimistic. I 
need cite only two, which come from particularly significant 
sources and, by coincidence, both from persons whom I may 
call “colleague.” 

My former and long-time colleague, President Moulton 
of the Brookings Institution in his recent book, Controlling 
Factors in Economic Development, envisages a doubling of 
population during the next century and an eight-fold rise in 
general standards of living. My more recent colleague, Vice- 
Chairman Leon Keyserling in his address “Prospects for 
Economic Growth” at the Democratic party Conference on 
Land, Water, and Jobs in San Francisco a month ago en- 
visaged a march of progress for the next ten years “founded 
conservatively upon rates oi growth that we have achieved 
during good years in the past.” On this basis, he said, “we 
can lift our total annual output of goods and services from 
262 billion dollars in 1948 to . . . about 350 billion dollars 
by 1958.” 

This, he estimates, would permit almost all families to 
“reach a minimum income level of around $4,000,” with 
more than $40 billion left to “improve income in the higher 
brackets.” Farm incomes would gain “almost 35 per cent 
. ..asomewhat more rapid relative gain than the population 
as a whole, because our rural areas have not yet attained 
the parity of income and opportunity which is both just and 
essential for an economy healthful in all its parts.” 

Furthermore, social security would be improved, health 
and education better provided for, the long-range resource 
development program enlarged, and “home building for all 
income groups stepped up to a pace which would provide a 
decent home for every American family.” Finally, Mr. 
Keyserling argued that that projected national production 
would also “be enough to achieve balanced budgets, make 








large retirements on the national debts, . . . and leave sub- 
stantial room for tax reduction.” 

1 am not too clear as to how Mr. Moulton derived his 
factor of 8. Nor am I altogether sure that Mr. Keyserling 
could simultaneously raise wages, farm incomes, and busi- 
ness profits so fast and at the same time reduce the public 
debt and cut taxes. But “hitching our wagons to the stars” 
has been good American practice, and it is not my purpose 
to quibble with the precise terms of either of these courageous 
projections. | want to call your attention rather to the fact 
that in both cases, the prospect of great progress is made 
conditional, 

Mr. Moulton says plainly that his projection is only “con- 
cerned with economic potentials, as governed by resources 
and productive power.” He thereupon turns to consider the 
kind of economic organization and practices, public and pri- 
vate, that would be needed to bring these potentials to actual 
fruition. ‘What principles, methods, or policies,” he asks, 
‘must be pursued in order to realize in fullest measure our 
national economic goals?” 

Mr. Keyserling too, after outlining his ten-year targets, 
undertakes to put them in the perspective of reality by add- 
ing that, to achieve them, “we need ever-improved cooper- 
ation between labor and management,” price and wage poli- 
cies “which will allow enough capital accumulation to ex- 
pand productive facilities and provide enough purchasing 
power to buy the full product, . . . a satisfactory program 
for completing the postwar adjustments of agriculture,” 
and government programs “to conserve and build up our 
natural resources, to improve the systems which give us 
security against the hazards and risks of modern industrial 
life, and to maintain that regulatory vigilance which pre- 
vents any one group from seeking to benefit unfairly at the 
expense of another.” 

Now, what does all this review of predictions of progress 
lead up to? To me, it proclaims an almost self-evident 
truth that, with our traditions, our training, and our re- 
sources, the march of economic progress from here on should 
be even greater—much greater—than the quite creditable 
record of the past. But that does not mean an easy life for 
a generation born with a silver spoon in its mouth, No, it 
underlines a tremendous responsibility. “Those dreams of 
progress will go a’glimmering unless they are intelligently 
and diligently brought to pass. ‘The free world looks to us 
to be the pacemakers of that progress, to be the rock on 
which the non-Soviet future can be built. To falter or to 
lag in our task would be to dishonor our fathers and to de- 
fraud our sons. But in all seriousness, [ must say that as I 
look about me I am filled with real concern. I cannot 
indulge in easy optimism. 

As an economist, I do not see standards of life being raised 
adequately out of enlarged production when a great labor 
organization sees the current situation as “the occasion for 
a reduction in the hours of work” (to 35 or 30), lest the pro- 
ductivity of the labor force exceed the power of the market 
to absorb the total production under prevailing and im- 
pending conditions” or when the czar of coal orders a 3- 
day week (21 hours) with full pay for a redundant labor 
force and when pensions at 60 are demanded for a popula- 
tion steadily becoming longer lived. 

I am filled with apprehension too when I look to man- 
agement and see it choosing the costs of banked fires and 
the demoralization of the delicate adjustments of supply 
lines and distribution patterns rather than capitalistically 
venture some re-examination of their practices of accounting 
and their theories of price making. 

I am uneasy when I see farmers demanding stimulative 
prices whilst Government accumulates gigantic surplus hold- 
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ings, pays subsidies out of federal deficits, and imposes pro- 
duction allotments and marketing quotas. 

! am not happy either when I see Government slipping 
hack into deficits as a way of life in a period when produc- 


tion and employment are high, instead of putting its fiscal 
house in order and husbanding reserves to support the econ- 


omy if less prosperous times overtake us. 


In sum, if we are to maintain the march of economic 


progress, we must, individually and as groups, in private 
business and in politics, display industry, prudence, and self- 
discipline, recognize that we can’t get more out of the eco- 
nomic system, than we put in, that collective bargaining in 
good faith and on solid facts is the road to a workable dis- 
tribution of total product, and that monetary and fiscal 
tricks have no power of magic but are a slippery road to 
misery. 


Proper Adventure of Business Men 


EXPORTERS OF ENTERPRISE, SKILL AND KNOW-HOW 
By LOUIS ST. LAURENT, P.C., K.C., M.P., Prime Minister of Canada 
Delivered to the Canadian Chamber of Commerce, Montreal Quebec, October 26, 1949 


‘Tl is a great pleasure for me to attend the annual dinner 
ot the Canadian Chamber of Commerce. More truly 
than any other, this gathering, I believe, represents 

business, both large and small, from all across Canada. And 
we are, | think, coming to realize generally how vital to 
our kind of lite the businessman is. Without his drive, his 
initiative and his resourcefulness, we would certainly not 
be in as fortunate a position as we are today. 

Moreover the average businessman represented in the 
Chamber of Commerce is interested in much more than 
merely making a success of his own particular enterprise. 
Hle also takes an active interest in the activities of the 
village, town or city where he dwells. 

May I compliment you on that attitude, and may I pay 
my tribute to the Chambers of Commerce and Boards of 
‘Trade throughout Canada for the efforts they are putting 
forth to make their communities better places in which to 
live, as well as for the constructive interest you in the 
Canadian Chamber of Commerce have always taken in 
national and international attairs. 

While we in the government may not always agree with 
evervthing which the Chamber has adopted as its policy, 
and no doubt you could say the same thing about us I say 
without hesitation that generally it is a fine task you are 
performing and, it | may be permitted to say so, 1 urge you 
to “keep up the good work”. 

fut when vou asked me to come here tonight I don’t 
imagine you expected me merely to pay compliments to the 
Chamber of Commerce. 

(){ course, the obvious thing for me to talk about is trade, 
and I do intend to say something about that subject which 
is so vital not only to business but to everyone in the com- 
munity. But I would like first to make some more general 
observations. 

We hear a great deal nowadays about the necessity of 
maintaining, explaining and defending the system of free 
or private enterprise. 

And in view of some of the criticism directed, before June 
27th, against the political party. 1 lead, I hasten to add that 
despite our critics, we in the Liberal party do believe in free 
enterprise. Freedom is the very essence of the Liberal creed ; 
and freedom for enterprise has always been a Liberal watch- 
word. But we Liberals haven't got quite the same enthusi- 
asm for freedom for lack of enterprise; and once in a while, 
you know, some of those who talk about enterprise, don’t 
do very much enterprising. 

1 thought you might like to hear something about my own 
views as to the most effective way to maintain and to defend 
the kind of economic order we rather loosely call the free 
enterprise system. 


l‘irst of all we must ask ourselves why we need to explain 
or defend “free enterprise’. 

One reason is that, since 1917 there has spread over 
nearly half the land area of the globe, and now, with recent 
developments in China, over a very large fraction of the 
earth’s population, the sway of an economic system very 
different from ours. 

And we make a great mistake, even on this continent, 
if we do not realize that Communism, as an idea, has had 
a powerful appeal to millions of men and women in our 
generation, even in those lands where it has not gained 
control. 

Communism promises equality; it promises plenty; and 
it promises security. 

Of course you and I know that it has not given any of 
these things. We know that in actual Communist societies 
there are great and apparently growing inequalities between 
the rulers and the ruled. 

We know, too, that no Communist state has been able 
to provide the abundance which we on this continent take 
almost for granted. 

One of many ways to measure the validity of this state- 
ment occurs to me. You probably know that the contribu- 
tion of members to the United Nations is based largely 
on their national income. 

rom the beginning, the share of the United States with 
some 150 million people has been just under 40% (39.89%) 
and the share of the Soviet Union with nearly 200 millions 
has been 6.34%. Canada’s share incidentally is 3.2%. 

It is true that in fixing these percentages some account was 
also taken of the temporary dislocation of national econo- 
mies arising out of the war and the ability of members to 
secure foreign currency. 

But so far none of the Communist states has agreed to 
any upward revision of their figures, which certainly can be 
presumed to give some indication of the comparative position. 

And in no Communist country have the people any se- 
curity; they face instead the constant menace of the secret 
police and the concentration camp. 

But it is not good enough to attempt to frighten people 
with the grim and depressing picture of society in the Com- 
munist states—true though these things may be. 

Free enterprise can exist only in a free society. And the 
essence of a free society is that the will of the people must 
prevail. 

Therefore, if. free enterprise is to endure, the majority of 
the people in a free country must be satisfied, and must con- 
tinue to be satisfied, that it is the best available means of 
meeting their economic needs and giving them a fair share 
of the good things of life. 
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The experience of the great depression made a profound 
impression on our generation. Neither businessmen nor poli- 
ticians would be wise if they felt that the public would 
endure patiently another long period of mass unemployment 
and economic insecurity. 

Now there are some businessmen—and also a few poli- 
ticians—who talk as though free enterprise and social se- 
curity were in some way opposed to one another. 

Well, I hope that is not true and, what is more, I do not 
believe it is true. Because if it is 1 am confident that, when 
the people generally have to choose which they prefer, the 
majority will choose social security rather than free en- 
terprise. 

But there is no need to make such a choice because real 
social security strengthens instead of weakening free en- 
terprise. 

To explain what I mean I prefer to use the term social 
insurance instead of social security. I think you business- 
men will understand at once why I prefer the word in- 
surance. 

Apart from a few plungers in business, businessmen do 
not take risks unless they believe there is slightly better 
than a 50-50 chance of the enterprise being a success, and 
responsible businessmen know that insurance has its right 
and proper place in any enterprise. 

And so far as the whole community is concerned, it is 
my belief that social insurance should have the same function 
that fire insurance, for example, has in the promotion of 
private enterprise. 

But in society as we know it today social insurance must 
go beyond the kind of insurance for which a premium is 
paid to provide against a risk which is likely to occur and 
frequently does occur. In addition to meeting the hazards of 
unemployment, accidents, sickness, and old age, we must 
seek to give to as many of our people as possible the oppor- 
tunity to develop their talents and make a success of their 
lives. That is the purpose, for example, of expenditures by 
government for Education, and of Family Allowances. 

And it it worth noting that many of the services provided 
by the community are designed precisely to develop the 
capacity of our people to display initiative and enterprise. 

But there is a danger we must avoid and it is this: Just 
as enterprise suffers when men of substance go too far in 
trying to secure their fortunes and their capital from all 
risks, so will the community suffer if social insurance is pro- 
vided to the point where it weakens the incentive to produce. 

It-is not easy to say exactly what that point is. But I am 
convinced we have not yet reached the point in Canada 
where we can say our social insurance is destroying or weak- 
ening incentive or enterprise. And as evidence for this 
opinion, | would remind you that the great social advances of 
recent times have been paralleled by a tremendous increase 
in the sum total of goods and services we have produced here 
in Canada. 

It used to be said, half a century or more ago, that the 
history of business success, under the American system, was 
the history of three generations from shirt sleeves back to 
shirt sleeves. 

Of course, one can still cite examples of men who made 
fortunes which their sons squandered so that their grand- 
sons were left in the poverty from which the grandfather 
emerged. 

But what has become perhaps, more typical in the last 
two or three generations has been the case of the father who, 
because of exceptional enterprise, made a fortune and then 
tied it all up, in trust, in gilt edged securities, apparently 
not expecting his sons would be equally enterprising. 

I am not going to argue that men should not seek to pro- 





vide, and to provide reasonably well, for their families. On 
the contrary, I believe that is right and proper and desirable. 

But it must be apparent that if men of substance carry 
this process too far and seek security for all their capital, 
enterprise is going to suffer. 

Actually, 1 think we too often forget that what enter- 
prise really means is ALVENTURE. 

You know the proper title of the Hudson’s Bay Company 
is the Governor and Company of ddventurers of England 
trading into Hudson’s Bay. 

I think if we sometimes use the word adventure instead 
of enterprise we will give ourselves and the public a clearer 
idea of the real purpose of the enterprise system. 

And before we start to defend the enterprise system, per- 
haps our first duty is to make sure that it really is an adven- 
ture system; that our businessmen really are taking risks; 
that they really are seeking to develop new wealth, and not 
merely to preserve the wealth their fathers or grandfathers 
amassed. 

I have heard it said that nowadays the same condition for 
taking risks do not exist as they did in the days of our fore- 
fathers; that if a man invests a lot of money in an adventure 
and happens to make a good deal more money the govern- 
ment will take most of his profit away in taxes. 

Well, governments have to provide the services the people 
demand, and taxes are part of the price we have to pay for 
maintaining the system of private enterprise. Of one thing 
[ am reasonably sure, and, that is, if enterprisers are not 
prepared to zet out and develop the latent wealth of our 
country the people will demand that the state do the job 
for them. 

1 do not want to labor the point that there is perhaps 
too much concern to protect capital and not always enough 
spirit of adventure in businesses today. But I think most of 
you will agree it is one which is sometimes overlooked, 

And the truth is that, in this young and favored country 
of ours, there is still almost unlimited room for adventure 
and risk-taking in the development of our natural resources. 

In the last year or two we have discovered enormous 
reserves of oil in Alberta and we are just beginning to 
realize what a transformation the application of enterprise 
to this resource will work in the economy of Western Can- 
ada, and indeed of Canada as a whole. 

Expert testimony suggests that, within the next five years, 
Canada will probably be producing sufficient oil to supply 
all her own needs, although presumably we will always im- 
port some oil into certain parts of the country and pay for 
it by exports of our own oil from other parts. | 

Those of us who live in Eastern Canada have been par- 
ticularly interested in the discoveries of iron ore and titani- 
ferous ore in New Quebec and Labrador, and the oppor- 
tunities these discoveries will give for new enterprise and 
new capital expenditure. 

And there is every reason to expect that new devices and 
methods will help us to unlock many more of the secrets of 
nature which lie hidden in the pre-Cambrian shield, which 
we already know to be one of the world’s greatest sources 
of minerals. 

We should also try to keep on expanding our activities 
in those fields of processing, fabrication and manufacture in 
which we can be relatively efficient in Canada. 

We learned, during the war, we could produce the most 
complicated instruments of war and produce them in most 
cases as cheaply and as well as any other country. In 
those years we diversified and strengthened our industry 
enormously. 

Since the war, we have continued that process. You all 
know something of the enormous capital sums spent during 
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the last three years on new plant and equipment, the estab- 
lishment of new industries and the expansion of old ones. 


lt eems to indicate that Canadian businessmen have 
still retained the spirit of enterprise—that we are still pre- 
pared to venture into new fields and risk our capital in new 


enterprises. 

‘The government is very much concerned that this should 
be the case; because we count mainly on free enterprise to 
keep up employment and prosperity. 

‘That is why we have tried, in so many ways, to stimulate 
equity investment and to encourage the establishment of 
new enterprises. 

Immediately following the war the Industrial Develop- 
ment Bank was set up to supplement the ordinary facilities 
available for the financing of new or small enterprises. 

‘To encourage small businesses to get started, and to assist 
them in financing their growth or expansion out of accumu- 
lated earnings, we reduced the corporate income tax on earn- 
ings up to $10,000 in the 1949 budget. 

What is perhaps of even more significance, we made a 
first step towards eliminating the double taxation of busi- 
ness profits. 

We did this by offering the individual investor a tax credit 
ayainst his personal income tax in respect of dividends re- 
ceived, 

We hope this reduction of double taxation will make a 
real contribution in stimulating investment by the public 
in equity securities and thereby make it easier to raise capital 
for new and expanding enterprises. 

As you all know, the present government is pledged to 
do its utmost to maintain in Canada a high level of employ- 
ment and national income. 

In 1945, and again this year, we received a mandate 
specifically to that end. Now, we have always claimed that 
the best way to maintain a high level of employment, and to 
ensure prosperity, is to provide the widest possible scope for 
private enterprise. 

Now | imagine many businessmen must feel, in these days, 
that the real threat both to enterprise and employment does 
not come from within Canada but from outside our borders. 
Of course, we, in the government, know that, too. 

We never forget for a moment that prosperity in Canada, 
for all parts of Canada, depends on markets outside Canada 
for about a third of what we produce. 

And that brings me to what I would like to say about 
trade, and particularly about recent developments in world 
trade. 

We have all been concerned by the serious deterioration 
of the dollar position of the United Kingdom and the ster- 
ling area in recent months. That is not just a problem for 
the Brit sh rovernment and people. 

Both the United States government and our own recog- 
nized that it was also our problem. 

You will all, I think, be interested in what the Minister 
of Finance said on this subject in his budget speech last 
Thursday evening. I hope you will all feel disposed to 
read the whole speech. 

Mr. Abbott pointed out that those who took part in the 
meetings at London and Washington to discuss this dollar 
problem agreed on a number of policies which we hope will 
eventually assist the United Kingdom, and the sterling area 
countries, to put themselves in a position to sell enough goods 
and services to the United States and Canada to balance 
their accounts without loans or Marshall aid. 

‘The revaluation of the pound was only one—though a 
most important one—of the measure the United Kingdom 
is taking to stimulate exports from Britain and the sterling 
area to this continent. 


Now, so far as Canada is concerned, it is up to us, the 
government, the businessman, the industrialist and the 
worker, to do our part to assist in this endeavour. 

I want to make the same appeal to you in the Chamber 
of Commerce that I made in a speech to the Canadian Con- 
gress of Labour some weeks ago. Let us allow a little time 
for the changes resulting from the world-wide revaluation 
of currencies to work themselves out and for adjustments 
to be made, before concluding that any of us are going to be 
worse off than we have been. 

‘The revaluation of sterling means that prices of British 
goods can be lower than they were and that may mean that 
the competitive advantage many producers in Canada have 
enjoyed may not be so great as heretofore. 

But we cannot afford to allow that possibility to provide 
an excuse for action, by way of protective tariffs, for in- 
stance, to check such competition. 

It is very strongly in our national interest to encourage 
imports of British goods into Canada. 

Unless the United Kingdom and our other European 
and sterling area customers are given every opportunity to 
sell to us so that they can buy from us, we are not going 
to have any outlet for much of the production of which this 
country is already capable. 

We must, also, take advantage of every opportunity to 
sell as much as we can to the United States. 

In recent times that country’s tariffs have been lowered. 
We are hopeful that they may be lowered still further and 
that customs procedures will be revised in a more liberal 
direction. We must, also, watch that our prices are not 
allowed to creep up and up to the point where we lose what 
competitive advantage we have and price ourselves out of 
that market. 

As you all know, we have a large trading surplus with the 
sterling area and a large trading deficit with the United 
States. 

As Mr. Abbott pointed out: “Our policies should work 
in the direction of attempting to achieve a relative increase 
in our imports from non-dollar sources and an expansion of 
our exports to the United States. We should look to posi- 
tive measures of this kind rather than to restrictive devices 
for the means to overcome: our dollar difficulties and to 
achieve a better balance in our trade.” 

The government has been encouraged by the readiness of 
our leading businessmen to serve on the newly formed Dol- 
lar-Sterling Trade Board of which Mr. J. S. Duncan is 
the Chairman. 

Obviously, the encouragement of imports from the sterling 
area is going to require re-adjustments for some of our in- 
dustries; but for the country, as a whole, it can bring noth- 
ing but advantage to enable the British people to pay for 
more and more of the goods they need from us and the 
goods we equally need to sell them. 

And it is our hope that business in the United States will 
take a similar view of imports from the rest of the world. 

We have been greatly encouraged by the renewal of the 
Reciprocal Trade Agreements Act by the United States 
Congress, and we intend to use our best endeavours to con- 
clue another trade agreement with the United States. 

It is certainly not necessary to tell a Chamber of Com- 
merce that the continuous expansion of trade is essential to 
the health of the system of free enterprise. 

Moreover, the restoration of trade on a multilateral basis 
is clearly essential to the maintenance of the economic 
strength of the free world. And the maintenance of peace 
and security depends just as much on economic strength as 
it does on military strength. 

And that brings me to my final point. A great change has 
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come over the western world in this present century. From 
the discovery of America until the war of 1914 the rest of 
the world looked to Europe for leadership in political de- 
velopment, economic expansion and scientific and technical 
achievement. 

The nations of Europe have beén temporarily exhausted 
by two world wars. They are today concerned with their 
own restoration. 

The rest of the world is now looking to this continent for 
the leadership Europe formerly gave: and that leadership 
cannot and should not come from governments alone. 

For our own lasting security and prosperity for the de- 
fense of the system of free enterprise which has given the 
people of this continent the highest standard of living the 
world has seen, it is essential, for us, both the United States 
and Canada, to carry our initiative and our enterprise, our 
readiness to adventure, our “know-how” and skill all around 
the globe. 

Militant communism and other ideologies will never be 
overcome by retreat and withdrawal and isolation. Free 
institutions, free enterprise and a free society must once 
again become militant too. 

Freedom should be the leading export of this North 
American continent. 

But freedom will find a market in many other countries 
only to the extent that free institutions appear to those other 
countries to offer to the millions, and hundreds of millions, 


of men and women who live there, opportunities and aids to 
secure for themselves and their families some adequate meas- 
ure of the material things without which life itself is not 
possible. 

There are lands where too many people are attempting to 
live from tke returns of agricultural pursuits, lands where 
the methods of cultivation are too primitive, lands where 
insufficient opportunities for productive labor prevent 
thousands and even millions of human beings from making 
their contribution to the world pool of commodities essen- 
tial to reasonable comfort and even to actual subsistence. 

Freedom for those thousands and millions is meaningless 
unless it provides some opportunities to each one of them to 
make a useful contributian to that world pool of com- 
modities. 

As I see it, it is the place of Business, the proper adven- 
ture of businessmen, to promote a positive program of 
world-wide greater productivity, to be exporters of enter- 
prise, of skill and “know-how,” perhaps even of investment 
capital, in order to help other less favored regions to raise 
their economic standards and add to the exchange of goods 
and services, than which there can be no better method to 
maintain at home an expanding and buoyant economy as 
well as peaceful and mutually advantageous international 
relations. 

Thank you for allowing me to submit these views to the 
Canadian Chamber of Commerce. 


Freedom Through Union 


MAKE THE POTENTIAL STRENGTH OF THE FREE WORLD ACTUAL 
By EDWARD J. MEEMAN, Editor of the Memphis Press-Scimitar, Memphis, Tenn. 
Delivered before the Tennessee State Exchange Clubs, Knoxville, Tenn., June 24, 1949 


HIS is a happy occasion. We have come together from 

prosperous business and professional occupations and 

good homes, in pleasant communities enjoying freedom 
governed by law, to exchange views and good fellowship. 

Yet underneath our smiles, our laughter and our good 
cheer lies the knowledge that this wonderful freedom and 
prosperity, this beautiful way of life, is in danger. 

We all know it. We know that there is a mighty foreign 
power, Soviet Russia, aided by her satellites, which hopes 
for our failure and seeks our destruction. 

We know that, incredible though it may seem, there are 
Americans among us who are allies of that power and are 
scheming and plotting to give that power our secrets and 
conniving with that power to be ready to be a fifth column 
in our midst if war should come. 

The danger is real and great—so great that it is difficult 
to exaggerate it. We do not have an adequate program 
to meet it. We are told by the highest official in our govern- 
ment that the warning of the internal danger is only a 
“red herring,” though that very government itself has re- 
vealed to us enough to convince us that the danger is real 
and great, even though we suspect that we have not been 
told the half of it. 

We do not have adequate preparations to meet the danger 
of attack from this aggressive power. The free nations are 
working toward some unity among themselves through the 
Atlantic Pact, but is it enough? 

Certainly, the free world does not have an agreed set of 
principles of freedom under which free men can find unity 
of mind and heart. We do not have a unifying faith with 
which to resist and combat the fanatical and evil faith of 


Communism, such as Christendom had when it successfully 
hurled back the onslaughts of Mohammedanism, another 
faith which, like Communism, was propagated by the sword. 

Yet tonight I shall not be a prophet of doom. I am not 
here to preach despair but hope. I believe that if we will 
realistically face the facts, we can find a way out of this 
danger. I believe that if we reason together we can find 
a program in which free men can join hands. We can leave 
this meeting with a knowledge that there is something we 
can do which will avert this danger and secure our freedom, 
peace and prosperity. We can lick this problem. 

I do not want to do all the talking. I want you to talk 
back to me. If I say anything which does not seem to you 
to be true or workable, I urge you, after I have finished 
speaking, to challenge what I have said. If the analysis and 
program I am about to offer will not stand searching exami- 
nation and a sharp questioning, it will not serve the purpose. 
Not only do I want your questioning and challenge, I want 
your contributions. You will have ideas which will enrich 
mine, and I want to leave here wiser than I came. Let 
us make this a real exchange meeting. You can help me, 
as an editor, to solve our common problems. It is important, 
for I am talking about our very survival, yours and mine, 
and what is greater than you and me, our heritage of free- 
dom. 

First let us face the facts. How did the once all-powerful 
free world get into its present position of weakness and 
danger ? 

What has made this crisis? Why is the free world in 
danger? 

We must look to history for the answer. After the final 
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defeat of Napoleon in 1815, Britain became the undisputed 
world power. Under the pre-eminence of Britain, the mod- 
ern world went forward in freedom and in the prosperity 
which results from freedom. Such a hundred years of peace 
and progress has not been seen before or since. True there 
were shortcomings and even crimes under British rule. 
But they appeared very much worse then than they appear 
now in retrospect. There is a reason for this. 

Democracy promotes freedom, and freedom breeds the 
inquiring mind and the spirit of criticism. There was no 
iron curtain in the nineteenth century. A wrong committed 
anywhere was known everywhere. Under freedom Christian- 
ity and economic liberalism spread. The sharpened Christian 
conscience and the enlightened liberal mind turned on the 
evils that sprang up in government and industry. The 
nineteenth century liberal was determined to make his society 
perfect but he made no claims, as Soviet Russia does today, 
that it was so. He fiercely criticised it. 

Yet, as we look back from today’s broken, disordered and 
fearful world to the nineteenth century, it seems like a 
olden age. In that age, a traveler could go from one end 
of Europe to the other and to most of the world, in freedom 
and safety. Men exchanged ideas with men of other countries 
without interference, with tolerance, and mutual respect. 
Science and religion were going forward hand in hand unde: 


the dictum of ‘Tennyson: 

Let Knowledge grow from more to more 

But more of reverence in us dwell 

‘That mind and soul according well 

\lay make one music as before. 

Qh, yes there were dark spots in that golden world. There 

vere even wars to break the universal order and peace, but 
they were small and mild compared with the horrors of the 


two world wars that have come since—world wars whose 
results threaten the continuity of civilization itself, world 
wars that were inconceivable to the man of the nineteenth 
century. 

Compared with the ghastly scars on the earth’s face today, 
the dark spots of the nineteenth century seem like a black 
patch on the cheek of a beautiful woman. 

Why did that century of progress not continue? What 
brought it to an end? W hy is the present century one of 
disorder, insecurity and fear? 

Because the nineteenth century failed to prevent war. It 
dreamed of world peace; knew the importance of it. It 
had its peace organizations, its peace prizes and its peace 
palaces. But it failed to prevent war, and the war that was 
to become World War I broke out in 1914. It was not 
this war itself which has brought our world to the brink 
of disaster; the most tragic result of World War I was 
that it opened the door to the World Revolution. 

‘There had arisen in Germany a philosopher named Karl 
Marx. He taught the doctrine that capitalism was doomed 
and that it was the right and duty of the working people, 
whom he called a class, to seize power by violence and set 
up a dictatorship of the proletariat. He believed that this 
workingmen’s dictatorship would establish a society without 
classes and without profit, and that it would be an earthly 
paradise, ‘The followers of this man, who were found in every 
country, talked revolution, but actually most of them scru- 
pulously obeyed the laws and relied on the lawful, orderly 
and democratic growth of their socialist parties to bring 
vradual changes in society. 

Until 1917. In that year the German high command sent 
a revolutionary Russian socialist, Nikolai Lenin, who had 
been living in Switzerland, across German in a sealed train 
and let him enter Russia, which had passed under the control 


of democratic, liberal socialists headed by Alexander Keren- 
sky. hey wanted Lenin to make trouble, so that Russia 
would get out of the war. Lenin did what he expected to 
do; he made trouble not only for Russia but for all the 
world. He and a handful of determined fellow Communists 
seized power in Russia, and set up a dictatorship. It has 
not established the paradise that Marx promised but instead 
as cruel and sterile a tyranny as the world has ever seen 
and one which, because it will not cooperate to establish 
world peace, threatens the world with the unimaginable 
horrors of World War III. 

Why are we in this fix? Because we persist in living in 
a world of illusions instead of a world of reality. The free 
world, which successfully united and armed to the teeth 
in order to win World War I, thought it safe to go pacifist 
and disarm. We never understood the nature of Communism. 
We were misled by Communists and their leftist dupes into 
believing that Communism was democratic and progressive 
and peace- loving, whereas Fascism was tyrannical, reaction- 
ary and aggressive. What they said about Fascism was true, 
but not what they said about Communism. For the truth 
is that Fascism is only an imitation of Communism, a tyranny 
provoked and brought into being as a reaction to Commu- 
nism. Mussolini saw how Lenin and a small group of men 
had been able to seize power over all of Russia; he and 
his blackshirts did the same thing in Italy. Then Adolf 
Hitler in Germany went Mussolini one better or rather 
one worse. 

We fought a great war at tremendous expenditure of 
men and resources, and we fought it all under an illusion— 
that when it was over the Russian ally our arms and help 
had made strong would cooperate with us to build world 
peace. It never was true. Russia did not deceive us; we 
deceived ourselves. The program of the rulers of Russia, 
never abandoned, has always been enmity to the free world 
and a determination to overthrow it by lies, fifth columns, 
violence and revolution. 

After World War II we said never again. Because we 
had illusions about the nature of Soviet Russia, we turned 
to an illusory means to prevent World War III. We put 
our reliance in the United Nations. But the United Nations 
could not prevent war because it was based on the theory 
that Russia intended to cooperate sincerely in establishing 
world peace. That never was her intention. The men of 
the Kremlin intended to use the United Nations as a cover 
for their propaganda. I am not disparaging the United 
Nations; it is a valuable organization for progress toward 
world unity and we should keep it and work in it hopefully 
and without discouragement. But the United Nations can- 
not prevent World War III nor preserve the liberties of 
the citizens of the free world. We must look elsewhere to 
meet those two immediate necessities. 

The free world is in danger for this reason: Britain can 
no longer protect the free world because it was weakened by 
two exhaustive wars, during which new and menacing 
powers arose in Europe. The free world is in danger be- 
cause British power has not been replaced by any other 
peace-preserving power. The United States is not strong 
enough even to protect itself, much less the whole world. 

We must erect a new power to protect the free world. 
That can be done only by forming a Federal Union of the 
the democracies. This union would be formed in the same 
manner as the United States was formed out of the thirteen 
colonies. The Great Union would be composed of most or 
all of these democratic nations: The United States, Canada, 
Britain, Eire, Holland, Belgium, Luxembourg, France, 
Switzerland, Norway, Sweden and Denmark. Some suggest 
that the Philippines would also be included. These nations 
all have a common heritage and a common practice of civil 
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liberties, and political democracy. They are as much alike 
—in some respects more alike—than various parts of the 
United States are like other parts. 

Why continue with inadequate and quack remedies? Let 
me read what Clarence Streit, the great genius who is the 
author of Union Now has to say in his brilliant and history- 
making magazine, Freedom and Union: 

“Because of their lack of information on foreign affairs, 
and their overwhelming desire to enjoy peace without sacri- 
fice and liberty without vigilance, the majority believe the 





leaders who assure them they can get—or are getting—these 
precious blessings for next to nothing. Because the leaders 


(a) know that the public likes to be told what it wants to 
believe, (b) realize that if they don’t cater to this weakness 
they risk losing their jobs to competitors—whether they are 
politicians, columnists, editors, commentators—and (c) lack 
moral courage themselves, they can be counted on, for the 
most part, to give the public what it wants. 

“And so the democracies go from one pipe dream to 
another. They are assured they can get freedom, peace and 
plenty at no more cost than the League of Nations, or for 
nothing at all, through isolationism. They are sold the Dawes 
Plan, the Young Plan, the Locarno Pact, the Kellogg Treaty. 
When these measures make the cheek of democracy glow 
in America and Europe, they complacently believe this is 
the glow of health. When it proves to be the glow of fever, 
they are sold anti-Semitism and National Socialist dictator- 
ship in Germany; Maginot Lines, managed currencies, peace 
ballots, Anglo-French alliances, and Munich umbrellas in 
France and Britain; monetary magic, neutralism and Cash- 
and-Carry in the United States. 

“When these so-called ‘cures’ result in war, wishful think- 
ing’s continued dawdling leads the British and French to 
Dunkirk, the U. S. to Pearl Harbor. Then the incurably 
optimistic democracies believe the Teheran mirage and the 
Big Power Triangle will live like a happy family after the 
war, and that the United Nations league will succeed where 
Geneva failed because . . . its League of Nations did NOT 
include the U. S. and Russia! 

“All these phony cures have this in common: They are 
based on the fallacy that the American, British and European 
democracies can gain freedom, peace and plenty without 
giving up or as they call it (quote) ‘sacrificing’ (unquote ) 
their sovereignty as regards defense, foreign policy, citizen- 
ship, currency, inter-state trade and communications—that 
they don’t need to unite in Trans-Atlantic Federal Union. 

“This fallacy has cost the free so much since 1939—when 
UNION NOW first exposed it and proposed Federation 
of the Free—that a substantial portion of the public is now 
prepared to pay the price of liberty, prosperity and peace, 
but the majority still fondles the hope of getting them at 
half-price.” 

Let’s stop this wishful thinking and face the facts which 
show us what we must do. To restate those facts: 

Fact No. 1: The United Nations is a useful organization 
but we cannot rely on it to prevent war or preserve our 
freedom because it was based on the theory that Russia 
would co-operate in it fully and she is not co-operating at all. 

Fact No. 2: The free world is in danger of war, and 
the people of the free world are in danger of losing their 
freedom because since Britain has lost the preeminence it 
had before 1914, there has existed no preponderant power 
willing and able to protect the free world from aggression. 

Fact No. 3: The United States alone cannot furnish that 
pre-ponderant power. We are not strong enough to protect 
ourselves, much less the whole world. 

If we face fully these facts, we will see what we have 
to do. We have to erect a preponderant power to preserve 








peace and freedom such as Britain once was, such as the 
United Nations cannot at this time become. 

That can be done only by uniting the free world thru a 
federation of the democracies. Western Union of the Eu- 
ropean democracies is not enough. Military alliance be- 
tween the European democracies and the United States and 
Canada is not enough. For a military alliance can be broken; 
a nation can leave it just as the critical hour approaches. 
From the Atlantic Pact we must proceed to the next step. 
We must form a Trans-Atlantic Union riveted together 
by unbreakable bonds. That can be done by forming the 
Great Union. The Federation of the Free, composed of the 
United States, Canada, Britain and the democracies of 
Western Europe. History shows that a league has never 
worked, but that a federation has never failed. 

For under the league, the members can act up and kick 
out, and they do. But a federation is permanent. Its laws 
govern not only the member governments, but the individuals 
under those various governments. Note the historic success 
of the federal principle: on a small scale Switzerland, where 
people of different races and with four different official lan- 
guages have lived together in peace and prosperity for gener- 
ations; on a large scale, our own United States. 

We have reached the point where we must extend this 
federal principle in order to achieve our own security. 

By forming such a Union, we immediately erect a power 
so vast that the Men of the Kremlin would not dare attack. 
It would hold the four aces: the ace of spades, preponderant 
population and productive power; the ace of clubs, pre- 
ponderant military power; the ace of diamonds, preponderant 
natural resources; and best of all, the ace of heart, pre- 
ponderant moral power, because all the other powers would 
be used only to preserve peace and freedom, since this Great 
Union would be controlled democratically. 

With a common free trade, a common currency, and a 
common citizenship in this vast area of freedom, we would 
create an area of prosperity and happiness such as the 
world was approaching before World War and Revolution 
disturbed the pictur’, but which the world has not yet seen. 

This Union, to be effective, cannot in the beginning afford 
to admit any nation unless it has a system of democratic 
government and individual rights and liberties solidly estab- 
lished by consistent practice over a long period of years. But 
as nations gave evidence of their ability to practice democracy 
and to protect the liberties of their citizens, they would be 
eligible to admission to this Union by vote of the Union's 
Congress just as states one by one have been admitted to the 
American Union, the United States. ‘Thus the Great Union 
would eventually become the world government. In the 
meantime, the Great Union would be a firmly knit group 
inside of the larger United Nations. 

It is time for the free world to take the initiative in inter- 
national affais. For years we let Hitler wage a war of nerves 
against us, and we trembled as we thought: What will Hitler 
do next? And now we passively let the Men of the Kremlin 
do the same thing to us: We ask ourselves what will the 
Men of the Kremlin do next? 

We learned in World War I and again in World War I] 
that military victory cannot be won by a defensive action. 
Neither can we win the present great fight to prevent World 
War III by a negative, defensive course. Communism is a 
evil idea, but it is a big idea, which has had an undeserved 
but undoubted appeal to the heart and minds of many men. 
It is the nature of Man that he must have a big idea, some- 
thing greater than himself to which he can devere himself. 

The Free World needs such an idea to arouse its courage, 
its hope, its strength. We have such an idea in the proposal 
to form The Great Union. In this idea the idealism which 
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has been expressed by the philosophers of the free world 
throughout the centuries finds realistic expression in a pro- 
gram endorsed by hardheaded statesmen. 

When this rid was first advanced by Clarence Streit in 
1939, people said it might be a good one, but we should 
refrain from adopting it because it would make Hitler mad. 


iid now some people say we should not advocate it because 
it { make Stalin mad; that it would divide the One 
World between East and West! ‘To this objection we reply 
that the Stalin is already as mad as he can be, mad with an 
un nt npose Communism on us and rule the world; 
‘ ] } ‘aan : * r 
that the world is already divided between East and West. 
‘That the free West had better realize this fact by mobilizing 
‘ee i re eed ae 
t potential strength in federal Union, and thus make 
that potential strength actual. 
| am convinced that if the Free World had formed the 
Great Union in the thirties, Hitler, confronted by such a 
vast aggregation of moral, economic, political and military 


might, would not have dared to strike, or if he had, that we 
would have won the war in a much shorter time. 

Again we have an opportunity to take the great step by 
which we can avert World War I11—by making the poten- 
tial strength of the Free World actual through the Great 
Union. 

Some say that this is a good idea, that it is bound to come 
in time, but that we can’t do it now, we must wait until we 
are again at war. ‘To them we reply that now is the time. 
When Hitler's legions poured over the German border into 
the Free World, Winston Churchill offered France Union 
with Britain with a common citizenship that would make 
lk renchmen citizens of Britain, and Britishers citizens of 
Krance. It was too little and too late. We cannot wait for a 
military crisis. For World War LI] would itself be defeat 
even if we won it. Modern war is so destructive that victory 
in the next one would be hollow indeed. The only true 
victory is to prevent that war by mobilizing such vast 
strength as to prevent it. 

Does someone say that it ought to be done, but it is too 
big a task? Russia in 1917 was a broken country. A handful 
of dete rmined men, Bolsheviks, seized power and in a genera- 
tion transformed that country into the powerful Union of 
Socialist Soviet Republics which we see today. Do free men 
lack the intelligence, the leadership, and determination which 
Communists have? Can we not do as well as they? Can we 
not do better? To ask the question, is to answer it. We can. 
Let us also say that we will. 

‘The formation of the Great Union is the great essential, 
the sine qua non. lf there were no threatening Soviet Union, 
it would be necessary for the free democracies, the nations 
with a long tradition of individual liberty and self-govern- 
ment, to band themselves closely together in order to pre- 
serve freedom itself and promote its extension in a world 
much of which is not free and is indifferent to freedom. 
Let us not deceive ourselves—if the threat to freedom did 
not come from the Soviet Union, sooner or later a threat 
would arise from some other quarter. Unless Freedom makes 
and keeps itself strong bullies will arise to threaten us. 

ree men have had a strange aversion to being strong. It 
is an irrational fear. For preponderant power in the world 
will surely be lodged somewhere and it had better be in the 
hands of free men who contr rol it democratically and see 


that it is used in behalf of truth, justice, and mercy. 

We must take this insurance now; it is not safe to be 
without it. Call your insurance man—your congressman, 
your senator—now, and s “Cover us.” You may have a 
fire tonight! 


‘The Great Union is the essential, but it is not all that we 
need to do. We need to continue to work in the United 


Nations to make it more effective and to promote world 
understanding through it. We need to continue to work for 
closer relations and understanding with Latin-America. We 
need to back the legitimate Chinese government, our Ally, 
in its struggle with the Communists. 

Above all, we need to find a faith for freedom. 

For the last 100 years, the world has been dominated by 
the Communist Manifesto, issued by Marx and Engels in 
1848. ‘True liberalism has been under attack from Marxism 
from without. As the democratic nations have been weak- 
ened by human fifth columns, so the democratic philosophy 
has been weakened from within by the poison of Marxist 
conceptions, and related statist conceptions. 

By its fruits, shall we know this philosophy. The Marxist 
century has ended with half the world in slavery and the 
other half in fear. 

We are, in this year of 1949, starting a new century. Let 
us make it a century of hope. 

Let us, in this year of 1949, issue a Freedom Manifesto. 
The Communist Manifesto led mankind to slavery and 
despair. The Freedom Manifesto will guide the world to 
liberty and hope. 

Let me propose a basis for the Freedom Manifesto. 

We proclaim the Free Society. 

Let us begin with the economic, since economics is basic. 
We do not accept the Marxian theory that man is animated 
only by materialistic motives. 

Marxism teaches that one economic system succeeds an- 
other in automatic evolution—slavery, feudalism, capitalism. 
Marxists claim that capitalism is destined to be followed by 
socialism or collectivism which is to be the final and per- 
manent system. ‘This we deny. 


There is no need to accept, or reason to choose, a society 
dominated by one economic form. In our Free Society, 
various economic forms exist side by side, in competition with 
each other, and flourish as they meet human needs and con- 
ceptions of the good life; they diminish as they do not meet 
these needs. 

In our free society there is self-employment. . . . Perhaps 
we should have more self-employment: certainly it should 
be recognized as one of our permanent and valued economic 
forms, and the doors should be always wide open to it for 
those who like it can make it pay. 

There is the partnership. 

There is the co-operative, where a group of people join 
forces to produce, sell, or to buy. 

There is the corporation. Corrections are needed in cor- 
porate structure and practice. Stockholders should have more 
voice and take more responsibility. Workers should share 
profits and have a sense of owning and belonging. Perhaps, 
even, corporations need to develop and perhaps can develop, 
souls. However, which of us would want to live in a society 
without corporations ? 

There is government or public ownership. Public owner- 
ship is sometimes inefficient, sometimes bureaucratic; but 
there are economic activities which government—municipal, 
state, or national—can do better than a co-operative or a 
corporation. So we will have government ownership in our 
free society. We shall get away from bureaucracy and in- 
efficiency by an extension of the TVA idea. That is, through 
the government corporation instead of the bureau, through 
regionalism instead of centralization in the capital, we shall 
induce government enterprise rather than mere government 
operation. 

The rcht of private property is fundamental. If property 
is not owned by individuals, it will be owned by the state, 
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and the state will thereby become a dictatorship. We need 
to have property more fairly acquired, more widely dis- 
tributed, and more securely held against loss and confiscation. 
High taxes from war and excessive governmental activities 
are one form of confiscation. A free society requires that 
most of its citizens shall be responsible property owners. 

With such a conception of the need of private property, 
the labor movement will necessarily change its strategy. In- 
stead of moving on and on in the industrial field toward the 
confiscation of profits, it will see them as a necessary thing. 
It will strive to increase the property holding: of the workers 
it represents. 

Under such a system there should be few periods of re- 
cession or depression. 

However, corporations should build up reserves for pen- 
sions and for employment, in order to avoid lay-offs or dis- 
charges in slack times. This will minimize dependence on 
government and strengthen the property system. 

But no security outside oneself can equal the security of 
ownership of property in a system in which property is made 
secure. 

The ownership of property by individuals, and the build- 
ing up of private savings reserves should be that reliance. 

Freedom depends on a vigorous political democracy also. 
Citizens should take responsibility for government in their 
counties, towns and cities. 

We do not despair of the United Nations. We wish to 
continue our efforts to make it ever more and more effective 
as the organization of our “one world”. But we put freedom 
first. Freedom is fundamental. If freedom is to be preserved 
and extended in the world as a whole, then the nations 
which have long practiced freedom must federate. They 
must have a common policy in international affairs, a com- 





mon defense force, a common currency, common citizenship, 
and a customs union. 

Therefore, we favor a Federal Union, not merely a mil- 
itary alliance, of all the Marshall Plan countries. ... We 
favor a great Union of the Free, and we urge that the first 
steps be taken now. ... To the great Union should be added 
other states, from time to time, as they wish to join and can 
qualify through having established within themselves the 
practice of freedom and democracy. 

In order to bring into being and preserve this Free Society, 

we must have men who are determined to remain free, and 
who know how to remain free. ‘There is nothing wrong 
with the nature of Man. He need only awaken to what he 
really is, and live in the fulness and perfection of his true 
nature. He was made for dominion over a self and a world 
which offer him satisfaction and joy. Man is the expression 
of God, the fulfillment of the Divine Being. When man lives 
at one with God and wields God’s infinite power, he will 
not desire any puny power over other men. He will not 
submit to any human being so foolish as to wish to lord it 
over him. Here is the key to human freedom. 

How shall we get such men, such citizens, for our Free 
Society? By cultivating them. The principles are laid down 
in all religions. Religions do not agree on the reasons why 
men should be good, but they substantially agree on what 
men should do. 

The need is to get these teachings practiced. This can best 
be done by forming groups or circles of laymen in each faith 
to meet with each other to study the practice of religion and 
to encourage each other in that practice. 

Then men will be trained to live and help other men to 
live in the sunlight of freedom, in the joy of that self-expres- 
sion which belongs to all the sons and daughters of God. 


Untangling the Snags in World 
Food Distribution 


MEASURES NECESSARY TO EXPAND AND DEVELOP WORLD TRADE 
By SIR HERBERT BROADLEY, Deputy Director-General of the 
Food and Agriculture Organization of the United Nations 
Delivered before Boston Conference on Distribution, Boston, Mass., October 10, 1949 


THINK, Mr. Chairman, that I must be about the 

rashest man alive to have promised to speak at this 

Conference about the possibility of “untangling the 
snags in world food distribution.” 

Only last month the statesmen of three countries (United 
States, Canada and the United Kingdom) met in Washing- 
ton to discuss this very subject. It didn’t have that name. 
In fact, it has lots of names. Some people refer to it as “the 
dollar shortage’; the National Association of Manufac- 
turers, in a report urging an increase in imports into the 
U. S. A., calls it “the foreign trade gap”; others talk about 
“the unbalance (or imbalance) in world trade”; still others 
“the coming surpluses of agricultural products”; but they all 
boil down to the same thing. 

What they mean is that the wheat grower in Kansas is 
getting more and more worried that he won’t be able to find 
someone in England, Italy or India to buy his wheat and 
send him something else in return for it, that the dried fruit 
producer in California, the sugar producer in Cuba and the 
cotton grower in Mississippi are even now not able to find 
overseas markets for all they could produce. 





This is bad enough in itself: but the situation is made ten 
times worse by the fact that millions of people in India, 
China and parts of Latin America at the present time are 
hungry and starving, don’t have enough clothes to wear and 
often sleep by the roadside or in the gutter. Even in the 
developed countries of Western Europe rationing of some 
foods continues and large sections of the population still 
suffer low, unhappy standards of life. 

With this vast need in the world for more food, more 
clothes, more homes, how comes it that this country is being 
driven to apply production restrictions on wheat, peanuts 
and tobacco and, very likely, on corn and cotton also? It 
is just because we haven’t untangled those snags in world 
food distribution—snags which will have increasingly serious 
results if not soon untangled. Commodity problems have 
far-reaching consequences, as this city found when it tossed 
its surplus tea into the harbor, and as a result, created a 
great nation. 

First of all, what part can the Food and Agriculture Or- 
ganization play in this field of distribution? Well, it is an 
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international organization of 58 countries which have pledged 
themselves to strive after three ideals :— 

1—T'o raise levels of nutrition and standards of living; 

“ lo improve the pr oduction and distribution of all food 


and agricultural products; 


, 


\— To better the conditions of rural populations; 
and so contribute to an expanding world economy. 

In 1946 FAO measured the size of its task—to see how 
nuch food it would need for the world’s teeming millions 
to be properly fed. And we came to the astonishing con- 
clusion that for the world’s population to enjoy an adequate 
diet in 1960 the earth would have to produce over 60,000,- 
G00 more tons of cereals, another 30,000,000 tons of meat, 
250.000.000 additional tons of fruit and vegetables and no 
less than 35,000,000,000 extra gallons of milk. 

But what is the use of even dreaming of these figures 
when wheat acreage in this country will next year have to 
he cut 15 and similar measures are already being planned 
for other foods. ‘The trouble is that we are still not able 
to find a market for even the quantity of food the farmer in 
major export-surplus areas is now able to produce. In other 
words, distribution has broken down—or never really been 
achieved. ‘The untangling of the snags in distribution has so 
far proved too difficult a job. 

Food and goods go together. ‘The labor used to produce 
food can only be paid for out of the labor devoted to pro- 
ducing those things which the farmer needs. To be able to 
eat we must work: but we must find ways of producing 
sufficient in the different countries of the world to make 
exchange possible and then of seeing that we devise a system 
which ensures that we are able to exchange the things we 
work to produce. A 

Unfortunately, the results of human effort in different 
parts of the world are vastly dissimilar. A workman in the 
United States at the end of his working week has produced 
more food and goods than his “opposite number” in West- 
ern Europe and infinitely more than the ill-equipped, un- 
trained laborer in the Middle East, Asia and Latin America. 
Out on the western plains crops are harvested, threshed and 
prepared for market by a single machine in one continuous 
mechanized process. In much of Asia and Africa agricul- 
tural workers toil laboriously to cut their grain with the 
sickle—just as they did in Biblical times. ‘There they irri- 
gate their tiny patches of land by water raised by hand from 
ditch to ditch in skin buckets while here we irrigate with 
Boulder dams. . 

This great disparity between the results of human eftort 
in different parts of the world is at the root of most of our 
difficulties of exchange. It is not so much artificial impedi- 
ments, such as tariffs and regulations—although these ag- 
gravate the difficulty. It is not primarily that dollars are 
short—that is a consequence, not a primary cause. The real 
trouble is the absence of sufficient food and goods in one 
country to exchange for the abounding food and goods in 
another. 

So long as trade remained within national frontiers the 
difficulties were nothing like so great. An inexpert farmer 
could exchange his limited output of poor grain for the few 
crude pots and pans and shoes and clothes which the in- 
efficient handworker equally laboriously supplied. Each had 
a low standard of life; but the one balanced the other. 

President “Truman’s “Point IV” program of technical 
assistance for economic development followed by large and 
continuing capital investment is undoubtedly the remedy, 
outstanding beyond all others, for solving our current prob- 
lem. While that policy has great humanitarian merits in 
raising the standard of living of the peoples of backward 


countries—hungry, diseased, illclothed and badly housed— 
it has also economic advantages to the developed countries 
themselves in providing markets for their own output by 
enabling the underdeveloped countries to produce cheaply 
and efficiently the food and goods which can be exchanged 
for the food and goods of the developed countries. 

The distribution problem is no new one. But we are 
becoming increasingly aware of it. On the instructions of 
the FAO Council which met in Paris last June, FAO has 
been giving it top priority this summer. We were fortu- 
nate in securing the services of a team of outside experts to 
supplement the resources of our own staff—and we were 
lucky in finding a truly international team. 

‘Lhe findings of these economists are embodied in a report 
which the Director-General of FAO has just issued tu all 
our member governments for consideration at our Annual 
Conference next November in Washington. What are the 
remedies these experts prescribe? What are the chances 
that these proposals will untangle some of the snags which 
make the world so poor, hungry and disunited as it is today? 

First, they surveyed the world as they saw it—people 
hungry for food in some countries while food prices were 
falling and surpluses threatening to accumulate in others; 
nations having to restrict the import of food and raw ma- 
terials they desperately need; industries beginning to wonder 
whether they can maintain output and keep their employees 
on the payroll; underdeveloped countries with large popu- 
lations and unworked resources unable to get ahead with 
agricultural and industrial development. 

The fact is that we have run into a state of affairs different 
from anything the world has experienced in the past. In 
the nineteenth century, the heydey of Britain’s prosperity, 
England was the economic center of the world. It main- 
tained that position by importing raw materials and food in 
exchange for the manufactured goods it produced. To some 
extent, it sacrificed its own agriculture in the interest of 
general overall prosperity. It invested vast sums overseas, 
some of which were lost forever. Other Western European 
countries followed the same pattern. 

The situation is now very different. The United States 
is the economic center of the world. In contradiction to the 
United Kingdom, it could do without imports of food and 
most raw materials. It has all the food and most of the raw 
materials it requires: it can produce all—or nearly all—of 
everything and still have supplies to ship out to other coun- 
tries. The position is that, at present, the United States is 
exporting far more than it imports. This situation cannot 
continue. This has already led to what the world calls the 
“dollar shortage.” Unless remedies are found, the world 
will shape up into two (or three) self-contained groups and 
the threat of surpluses (of all kinds) in the dollar world will 
soon become a menacing social and political problem. 

That is the situation which our experts found before 
them. They prescribe five major remedies: 


First, comes the maintenance of a high level of production 
and employment, particularly in the United States—because 
its economy is so critically important to the rest of the world. 
It is no longer possible to see a recession developing and leave 
it “to work itself out.”” Our experience in the inter-war 
years showed how disastrous this policy can be. It leaves in 
its train human and industrial wreckage—which has wide 
political consequences. 

Second, we must reduce trade restrictions, particularly 
tariff or other barriers, which make it difficult for foreign 
suppliers to find a market in the U.S.A. Unless this country 
undertakes an eneregtic campaign to encourage imports it 
will find it increasingly difficult to sell its foodstuffs and 
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other products overseas. Surpluses would soon accumulate, 
prices fall, restrictions be imposed and unemployment spread. 


Third, there must be higher productive efficiency in Eu- 
ropean countries if they are to supply goods to the U.S. 
market and meet competition elsewhere. These countries, 
damaged by war and lagging behind in the race for efficiency, 
have recently enjoyed protected markets in associated areas. 
If the bounds of international trade are to be widened and the 
snags in distribution to be untangled greater efficiency must 
be shown by the United Kingdom and other Western Eu- 
ropean countries. This means temporary sacrifices for future 
gains. 

Fourth, there must be a steady stream of capital to the 
underdeveloped countries ‘to create agricultural and industrial 
development there, if markets are to be established and ex- 
panded for the goods of the exporting countries. The greatest 
source of capital today is the United States. Regular and 
continuous investment overseas will be required on a vast 
scale—estimated by some at from $8,000,000,000 to $10,000,- 
000,000 a year—if international trade is not to sink into 
the doldrums and surpluses pile up here. 


Fifth, trade must ultimately become multilateral and cur- 
rencies freely convertible again. Bilateral arrangements may 
have to be accepted as temporary arrangements but long-term 
plans must aim at wide multilateral agreements. The mea- 
sures recently announced by the United Kingdom and other 
countries for the revaluation of their currencies will con- 
tribute towards the restoration of competitive prices, the 
discouragement of exclusive bilateral arrangements and the 
reestablishment of convertibility. The correction of the pre- 
vious overvaluation of the soft currencies was an essential 
first step to which our experts attached considerable im- 
portance, provided it was followed up by the other remedies 
which they put forward. 

Were these remedies fully operative today we should not 
be troubled with fears of surpluses, price declines and threats 
of restricted production. But our experts recognized that 
these measures will not be introduced overnight—sound 


everyone recognized them to be: nor even if they were in- 


troduced at once could they become fully effective for some 
considerable period. 

Therefore, declared our experts, we must build a bridge 
— something which will help to carry an increase in the 
volume of international trade until wiser and wider measures 
bear fruit. They therefore proposed an “action arm’ to 
FAOQ—a subordinate body which they christened “The In- 
ternational Commodity Clearing House” (or I.C.C.H.). 
This body will have short-term and long-term functions; 
trading and non-trading activities. 

It will be provided with a capital equivalent to five billion 
dollars, each member subscribing in its own national cur- 
rency, a quota based on its national income. Only 20% of 
the capital would be paid up at the outset. The balance due 
from each country will only be called in so far as it is re- 
quired to market the surpluses of that individual contributing 
country. 

In the short run, the ICCH would purchase for resale, 
surpluses occurring in member countries—sales to be made 

buying countries either in their own currencies at the 
regular “going” price, or at a specially low price in a cur- 
rency acceptable to the supplying country. In all cases ICCH 
would satisfy itself that such sales represented additional 
trade and were not in substitution for ordinary commercial 
transactions. 

In the longer run, as trade becomes multilateral and cur- 
rencies convertible, ICCH’s trading activities would be 
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directed to stabilizing prices and encouraging the orderly 
change in patterns and scale of production. 

In the non-trading field ICCH would have important 
responsibilities — it would facilitate the negotiation of bi- 
lateral and multilateral trading arrangements or exchanges 
of commodities on a barter basis; it would coordinate the 
negotiation and administration of commodity ag 
it would organize Government consultation on commodity 
problems involving the production, distribution and use of 
primary products. 

This ICCH is not a straightjacket which all nations must 
wear. It is a voluntary organization which countries can 
join or not as they wish. And even when they do join 
it, they can use it to just the extent they desire—in disposing 
of their surpluses or obtaining extra supplies at special prices. 
The actual amount which each country contributes to its 
operations will depend upon the extent to which it makes 
use of the organization. 

To the United States it offers an international rather than 
a national solution of its economic problems—a matter of 
utmost importance to this country because of its creditor 
position and because its responsibilities for leadership are, 
under present world conditions, unique. Fortunately there 
has been no hesitation in this country to accept these re- 
sponsibilities. The United States played a great part in the 
International Emergency Food council, which was a part 
of FAQ, in the allocation of food and other supplies to the 
needy countries of the world during the period of shortages. 
‘There was no shortage in the United States and no need 
for it to join this body. But it willingly accepted the re- 
straints and trade limitations involved in the interest of 
others—in what is now recognized to have been one of the 
most outstanding and productive examples of international 
cooperation. 

Such is the plan which our experts have placed before 
FAO—long-term measures to expand and develop inter- 
national trade; short-term measures to bridge us over the 
dangerous gap which lies between the present moment and 
the time when such long-term measures can become effective. 
Let us not delude ourselves. We are far from being out of 
the woods. The recent slight recession gave us a pretty fright 
but because it did not develop into a more serious depression 
we are now a little apt to think we became afraid of our 
shadow. Indeed it was a shadow—not of ourselves, but of 
what may lie ahead. Unless the nations of the world deliber- 
ately determine to introduce the necessary long-term remedies 
and have the courage to adopt new and untried expedients 
until those remedies bear fruit the future may confirm our 
worst forebodings. 

I fear, Mr. Chairman, that I have not done much today 
to untangle the snags in world food distribution. I hope 
I have been able to indicate what these snags are, to explain 
the vital importance of untangling them, and to outline some 
of the remedies necessary. We do not underestimate, in 
FAO, the difficulties of applying these remedies. But we are 
encouraged by the increased recognition of common re- 
sponsibility throughout the world—a recognition which has 
shown itself in the creation of FAO and other international 
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agencies. These problems can no longer be solved by coun- 
tries acting alone. This is especially true in the field of food 
and agriculture. Agricultural nationalism can be more 


destructive than any other form of economic nationalism. 
That is why international remedies are peculiarly necessary 
in this field—remedies of consultation and cooperation—so 
that nations may join in concerted efforts to attack those 
common enemies of mankind—poverty, disease and hunger 
— instead of each attacking the other’s prosperity in a futile 
effort to defend its own. 
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